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Dear  Senator  Murkowski: 


>  ! 


(: 

This  report  responds  toyetir  September  10,  1985,  request  that  -we  undertake,  with  the 
concurrence  of  the  Joint  Committee  on  Taxation,  a  one-time  review  of  the  accuracy  of 
beneficiary  income  reporting  under  the  veterans’  pension  program  administered  by  the  /  !' 
Veterans  Administration  (v,\).  The  report  focuses  on  the  feasibility  of  using  certain  federal 
income  tax  databases — maintained  by  the  Internal  Revenue  Service  and  the  Social  Security 
Administration — to  verify  the  income  information  pension  beneficiaries  annually  report  to 


VA. 


As  agreed  with  your  office,  we  are  sending  copies  of  this  report  to  the  Chairman,  Joint 
Committee  on  Taxation.  Unless  you  publicly  release  its  contents  earlier,  however,  we  will 
make  no  further  distribution  of  this  report  until  30  days  from  its  issue  date.  At  that  time, 
copies  will  be  made  available  to  the  Chairmen,  Senate  and  House  Committees  on  Veterans' 
Affairs;  the  Administrator  of  Veterans  Affairs:  the  Commissioner  of  Internal  Revenue;  the 
Commissioner  of  Social  Security;  the  Director,  Office  of  Management  and  Budget;  and  other 
interested  parties. 


Sincerely  yours. 

i  -~D 

I  .  \o.  \  ^  tuw 

U-  cu-o  ,Uu  ct,  ^ 


Lawrence  II.  Thompson 
Assistant  Comptroller  General 
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Purpose 


Background 


Annually,  the  Veterans  Administration  (va)  pension  program  pays  about 
$4  billion  to  1 .6  million  persons.  Eligibility  and  payment  amount  mostly 
depend  on  beneficiaries’  incomes,  and  va  relies  almost  entirely  on  benefi¬ 
ciaries’  self-reporting.  Overpayments  due  to  beneficiaries’  underreport¬ 
ing  their  income  were  disclosed  by  earlier  gao  and  va  Inspector  General 
reviews  in  certain  localities.  The  former  Chairman  (now  Ranking  Minor¬ 
ity  Member)  of  the  Senate  Veterans’  Affairs  Committee  asked  gao  to 
determine  how  accurately  beneficiary  income  was  recorded  and  the 
extent  of  overpayments  in  the  pension  program  nationwide,  gao  also 
assessed  whether  its  findings  might  warrant  the  Congress  authorizing 
the  va  pension  program  access  to  tax  data  for  the  same  purposes. 
(Seech.  1.) 


va  provides  pension  benefits  under  three  laws,  each  with  its  own  eligibil¬ 
ity  and  payment  rules. 

•  "Old  Law”  pensions  are  paid  to  eligibles  who  applied  before 
July  1.  I960. 

•  "Section  306"  pensions  are  paid  to  those  who  applied  between 
July  1.  1960,  and  December  31,  1978. 

•  "Improved  Law”  pensions  are  paid  to  those  who  applied  on  or  after 
January  1, 1979. 

Those  receiving  Old  Law  or  Section  306  pensions  may  transfer  to  the 
Improved  Law  Program,  which  has  more  generous  payment  features  but 
stringent  income  offset  rules. 

Wartime  veterans  and  their  dependents  and  survivors  are  eligible  to 
receive  pension  payments  when  they  (1 )  incur  a  permanent  and  total 
disability  not  traceable  to  military  service  and  (2)  need  financial  assis¬ 
tance.  Wartime  veterans  age  65  or  older  also  may  be  eligible.  Benefits 
depend  on  income,  medical  expenses,  marital  status,  dependents,  and 
the  pension  law  under  which  the  beneficiary  is  enrolled,  va  bases  contin¬ 
ued  eligibility  and  benefits  on  information  beneficiaries  provide  on  an 
annual  va  questionnaire. 

To  verify  the  income  of  applicants  and  recipients  of  some  needs-based 
programs,  such  as  Aid  to  Families  with  Dependent  Children,  the  Deficit 
Reduction  Act (dekka)  of  1984  (Public  Law  98-369)  amended  the  Inter¬ 
nal  Revenue  Code  to  grant  those  programs  access  to  tax  data  maintained 
by  the  Social  Security  Administration  (ska)  and  the  Internal  Revenue 
Service ( iks)  on  earned  and  unearned  income.  But,  dekka  did  not  include 
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the  va  pension  program.  Therefore,  to  conduct  its  review,  the  Joint  Com¬ 
mittee  on  Taxation  granted  gao  special  access,  as  the  Committee’s  agent, 
to  the  ssa  and  irs  tax  data. 

Paralleling  the  dkkra  verification  process,  gao  compared  estimated 
income  recorded  for  each  1984  va  pension  case  with  third-party- 
reported  tax  data.  For  each  difference  identified,  gao  determined  a 
potential  overpayment  and,  for  a  sample  of  cases,  how  accurately  bene¬ 
ficiaries  self-reported  actual  income  at  year  end.  Because  its  study 
methodology  was  purposefully  designed  to  conservatively  estimate 
potential  overpayments,  gao  did  not  estimate  the  extent  of  any  pension 
underpayments.  (See  ch.  1  and  app.  V.) 


Results  in  Brief 


Nearly  $1  billion  more  in  beneficiaries’  income  was  recorded  in  tax  data 
files  for  1984  than  was  reported  to  va  that  year.  By  not  including  this 
income  in  its  pension  calculations,  va  made  potential  overpayments  of 
$182.5  million  to  nearly  149,000  beneficiaries,  gao  estimates,  va  could 
not  have  identified  most  of  these  potential  overpayments  because  it 
lacks  access  to  tax  data. 


Csing  tax  data  to  verify  beneficiary-reported  income  data  appears  to  be 
an  efficient,  economical,  and  effective  way  to  identify  potential  errone¬ 
ous  payments. 

The  potential  overpayments  gao  identified  may  not  represent  actual 
savings  to  va.  as  the  cases  and  amounts  gao  reviewed  have  not  been 
referred  to  or  adjudicated  by  va.  Actual  savings  could  be  lower  or 
higher. 


Principal  Findings 


Tax  Data  Match  Reveals  Of  the  1.4  million  1984  va  pension  recipients  included  in  gao’s  computer 

Potential  Overpayments  match,  nearly  half — 098,000 — had  income  reported  for  them  to  ins  and 

sna  by  third-party  sources.  Of  these,  549,000  had  $947  million  more 
income  on  tax  records  than  was  recorded  on  va  records. 
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gao  identified  potential  1984  overpayments  of  $182.5  million  to  nearly 
149,000  va  beneficiaries  by  using  tax  data  to  recalculate  va  pension  pay¬ 
ments  for  cases  with  an  annual  income  difference  of  $  100  or  more 
between  va  and  tax  records.  Of  the  potential  overpayment  cases: 

•  More  than  20,000  reported  no  earned  income  to  va,  but  tax  data  showed 
individual  earnings  of  at  least  $1,000.  Some  cases  had  reported  no  earn¬ 
ings  over  several  years,  although  tax  data  showed  significant  earnings 
in  those  years. 

•  About  60  percent  were  solely  attributable  to  unrecorded  interest  and 
dividend  income.  (See  pp.  20  to  25.) 


VA  Could  Not  Identify  \a’s  year-end  beneficiary  self-reporting  system  provided  about  10  per- 

Most  Overpayments  oent  the  data  needed  to  fully  identify  the  potential  overpayments  gao 

found  using  tax  data.  Beneficiaries  seldom  changed  their  yearly  income 
estimates  once  provided  to  \A. 

Pension  beneficiaries'  self-reported  year-end  income  adjustments  would 
have  allowed  va  to  identify  and  act  on  approximately  $25.3  million  in 
potential  overpayments,  va  would  have  been  unable  to  identify  the 
remaining  $157.2  million  in  potential  overpayments  to  134,200  benefi¬ 
ciaries  because  it  lacks  access  to  tax  data.  (See  pp.  25  to  30.) 


Self-Reporting  Forms  Need 
Improvement 


va’s  self-reporting  questionnaires  and  related  instruction  sheet  have 
some  design  weaknesses  that  may  add  to  inaccurate  reporting,  va  might 
have  found  these  had  it  field-tested  the  forms  before  using  them 
program-wide.  But  in  gao's  view,  improving  the  forms  would  not  substi¬ 
tute  for  independently  verifying  income  using  tax  data.  (See  pp.  30  and 
31.) 


Tax  Data  Most  Effective  The  most  practical  means  to  verify  self-reported  beneficiary  income  is  to 

Means  to  Verify  Income  allow  the  VA  pension  program  access  to  third-party-reported  tax  data 

Use  of  such  tax  data  would  increase  va  pension  program  effectiveness 
and  could  save  millions  of  dollars.  Moreover,  the  monetary  benefits  of 
using  this  data  to  verify  income  appear  to  outweigh  costs  by  a  ratio  of  at 
least  1 1  to  1 . 

irs  has  concern  that  using  tax  data  for  nontax  purposes  may  intrude 
into  personal  privacy  and  erode  public  compliance  with  the  nation's  vol¬ 
untary  tax  system.  Granting  tax  data  access  represents  a  special  case 
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regarding  privacy  and  confidentiality  because,  among  other  things,  tax¬ 
payers  have  little  choice  in  revealing  income  information.  Thus,  the 
trade-off:  a  potential  sizeable  increase  in  va’s  operational  effectiveness 
versus  ( 1 )  ihs  concern  over  adverse  consequences  to  the  tax  system  and 
(2)  possible  government  intrusion  into  individuals’  private  lives. 

Allowing  va  access  to  third-party-reported  tax  data,  as  several  federal 
programs  now  are  authorized,  appears  to  be  the  most  minimally  intru¬ 
sive  way  to  obtain  reliable  information  to  verify  self-reported  income. 
Moreover,  there  now  is  no  evidence  of  any  change  in  voluntary  tax  com¬ 
pliance  as  a  result  of  using  tax  data  to  verify  income  in  needs-based  pro¬ 
grams.  irs  plans  to  initiate  a  study  to  determine  this,  however.  Also,  any 
authorization  would  depend  on  va’s  demonstrated  ability  to  comply  with 
applicable  safeguards.  (See  ch.  3. ) 


Recommendations 


Given  the  potential  savings  and  the  lack  of  data  on  potential  tax  system 
consequences,  gao  recommends  that  the  Congress  amend  the  Internal 
Revenue  Code  to  allow  va’s  pension  program  access  to  tax  data  so  va  can 
prevent  improper  payments  by  verifying  the  income  information  that 
beneficiaries  report. 

gao  also  recommends  that  va.  to  attain  better  reporting  by  beneficiaries, 

( 1 )  revise  its  annual  income  questionnaires  to  reduce  design  weaknesses 
and  (2)  pretest  the  revised  documents  before  program-wide  implementa¬ 
tion.  (See  ch.  4.) 


Agency  Comments 


va  agreed  with  gao  that  it  needs  the  means  to  verify  beneficiaries’  self- 
reported  income  and  its  income  questionnaire  documents  could  be 
improved,  va  disagreed  with  pretesting  any  revised  documents. 

irs  said  it  is  opposed  to  giving  va  access  to  tax  data,  believing  that  such 
access  would  compromise  the  voluntary  tax  system. 

The  Department  of  Health  and  Human  Services  said  the  Executive 
Branch  is  now  reviewing  gag’s  legislative  recommendation.  (See  ch.  4 
and  apps.  VIII  through  X.) 
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Introduction 


The  Veterans’  Pension 
Program 


The  veterans'  pension  program  pays  monthly  cash  benefits  to  eligible 
wartime  veterans  and  their  surviving  spouses  and  minor  children.  Eligi¬ 
bility  is  based  on  financial  need,  determined  by  the  beneficiary's  income 
and  assets  as  reported  to  the  Veterans  Administration  (va).  In  fiscal  year 
1984,  va  paid  almost  $3.9  billion  to  about  1  .<>  million  beneficiaries. 


Pension  benefits  for  veterans  and  their  dependents  or  survivors  are 
am  homed  under  title  38  of  the  l  nited  States  Code.  Only  needy  veterans 
who  are  permanently  and  totally  disabled  from  nonservice-connected 
causes  and  who  satisfied  active-duty  military  service  requirements  are 
eligible.1  The  program  considers  veterans  (>5  years  of  age  or  older  and 
not  working  to  be  totally  disabled.  Generally,  the  pensions  are  lifet  ime 
benefits  unless  subsequent  changes  in  the  income  or  net  worth  of  the 
veterans  and  their  surviving  spouses  render  them  ineligible. 


Monthly  benefit  amounts  depend  on  which  of  three  veterans'  pension 
laws  applies  to  the  beneficiary's  eligibility: 

•  The  "Improved  Law"  pension,  established  by  Public  Law  95-588  and  in 
effect  since  .January  1.  1979.  provides  for  eligible  veterans  and  survi¬ 
vors  a  maximum  benefit  level  that  is  reduced  by  the  recipient's  inconn- 
on  a  dollar-for-dollar  basis  to  determine  the  monthly  pension  rate. 
Should  a  veteran's  income,  including  the  income  of  his  her  spouse  and 
any  dependent  children,  rise  above  a  specified  limit,  the  pension  pay¬ 
ment  would  be  totally  offset. 

•  The  "Section  3(1(5"  pension,  authorized  by  Public  Law  8(1-31 1 .  was  opera¬ 
tive  from  July  1.  1990,  through  December  31.  1978.  It  remains  open  to 
persons  who  qualified  for  it  before  1979. 

•  The  "Old  Law"  pension,  created  by  Public  Law  73-3.  was  operative 
before  July  1.  1990.  Pensions  under  it  remain  available  for  persons  who 
qualified  for  them  before  1979. 


Persons  receiving  pensions  under  either  of  the  two  earlier  laws  can  elect 
to  convert  to  tin- current  Improved  Law  program,  if  it  is  financially 
advantageous  to  them  to  do  so. 


'Tills  is  m  run! fast  (o  the  VA  disabilils  rompensntion  program  Ilia!  pays  monthly  benefits  n»  disabled 
veterans  areording  to  how  much  their  son  n •<•-<  < mnected  disability  reduces  thou  earning  capacity  in 
civilian  im  pupations 

\c<*dy  surviving  children  of  veterans  an*  separately  eligible  lor  benefits  il  l  1  >  then*  is  no  sur\  i\  mg 
spouse,  f  2 )  the  surviving  spouse  Is  ineligible  for  a  | tension  hy  reason  of  income  or  remarriage,  or  t  ‘2  ■ 
they  are  not  in  the  custody  of  the  surviving  sjxnise  Their  annual  {tension  rates  also  are  reduced  hy 
their  annual  countable  income  all  income  recei\  ed,  less  specific  exclusions  i  sec  app  IV  t  and  h\ 
the  incomes  of  nn\  {versons  with  whom  thc\  are  residing  w  ho  are  legalh  resjK»nsible  tor  their 
sll  p|  Mill 
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Old  Law  and  Section  306  pensions,  which  are  fixed  at  the  December  31, 
1978,  rate,  are  collectively  referred  to  as  “protected"  pensions.  This 
means  that,  as  long  as  the  beneficiaries  remain  permanently  and  totally 
disabled,  the  numbers  of  their  dependents  do  not  change,  and  their 
incomes  do  not  exceed  applicable  income  limits,  they  will  continue  to 
receive  the  protected  pension  amount. 

In  fiscal  year  1984,  the  Improved  Law  pension  accounted  for  about  39 
percent,  or  625.597,  of  all  pensioners,  but  71  percent,  or  almost  $2.8  bil¬ 
lion,  of  the  $3.9  billion  in  pension  benefits  paid  that  year  (see  figs  1 . 1 
and  1.2).  Likewise.  Section  306  accounted  for  about  58  percent,  or 
919.239,  of  all  pensioners,  but  about  28  percent.  $1 .079.058.000.  of  pen¬ 
sion  benefits  that  year.  The  Old  Law  pension  accounted  for  only  51 .089 
pensioners  and  $36,943,000  of  benefits  paid. 

As  figure  1.3  shows,  average  monthly  benefits  under  the  Improved  Law 
also  were  significantly  higher.  Monthly  benefits  for  veterans  under  the 
Old  Law  were  $75.54  in  1984.  but  for  those  under  the  Improved  Law. 
they  were  $415.39. 


Kvery  year.  v.\  requires  each  pension  beneficiary  to  report  information 
on  net  worth,  unreimbursed  medical  expenses,  and  dependents,  and  on 
income  ( 1 )  actually  received  in  the  previous  1 2  months  and  (2)  antici¬ 
pated  for  the  next  12  months.  The  anticipated  annual  income  determines 
program  eligibility  and  the  payment  amount.  Should  actual  income  for 
the  previous  12  months  differ  from  the  beneficiary's  estimate  reported 
at  the  start  of  that  period.  v,\  can  adjust  the  payment  amount  retroac¬ 
tively.  In  the  absence  of  contradictory  or  obviously  incorrect  informa¬ 
tion.  it  is  va's  policy  to  rely  on  data  the  beneficiary  provides. 

A  complex  set  of  v.\  rules  treating  beneficiary-reported  income  and 
expenses  provides  the  basis  for  determining  eligibility  and  computing 
payment  amounts.  The  different  criteria  governing  income  and  expenses 
under  each  pension  law  are  presented  in  appendix  IV.  During  1984.  the 
year  covered  by  our  review',  the  maximum  income  limits  for  each  of  the 
three  pension  programs  varied.  (See  fig.  1 .4. )  Section  306  had  the  high¬ 
est  income  limits  in  1984.  They  were  $6,273  for  a  veteran  or  surviving 
spouse  and  $8,435  for  a  veteran  or  surviving  spouse  with  a  dependent. 


‘There  are  .vvrr.il  exceptions:  VA  routinely  compares  its  pension  income  records  with  federal  nvil 
scmii1  annuity.  Blaek  Lung.  Railroad  Retirement.  anti  social  security  Imnofit  program  records  Bene¬ 
fit  payments  to  VA  pensioners  under  such  programs  are  list'd  to  reduce  YA  pension  program 
payments 


Importance  of 
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Figure  1.1:  Percentage  of  VA  Pensioners, 
by  Pension  Law  (1984) 


Improved 


Section  306 


Figure  1.2:  Percentage  ol  Payments  to 
VA  Pensioners,  by  Pension  Law  (1984) 


Section  306 


Improved 


The  Old  Law  income  limits  were  $5,470  for  a  veteran  or  a  surviving 
spouse  and  $7,919  for  a  veteran  or  surviving  spouse  with  a  dependent. 
The  Improved  Law  income  limits  varied  considerably.  They  were  set  at 
$5,515  for  a  veteran,  $3,695  for  a  surviving  spouse,  $7,225  for  a  veteran 
with  a  dependent,  and  $4,841  for  a  surviving  spouse  with  a  dependent. 
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Figure  1.3:  Average  Pension  Awards  to 
Veterans  and  Survivors,  by  Pension  Law 

(1984) 
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The  income  limits  under  each  pension  law  increase  periodically  accord¬ 
ing  to  changes  in  the  Consumer  Price  Index.  For  example,  under  the 
Improved  Law  program,  the  income  limit  in  1987  for  a  veteran  with  no 
dependents  was  $5,903.  compared  with  $5,515  in  1984. 

The  Internal  Revenue  Code  does  not  permit  the  va  pension  program  to 
access  tax  data  to  verify  beneficiary-reported  income.  Such  data,  kept  in 
computerized  files  by  the  Internal  Revenue  Service  (ms)  and  the  Social 
Security  Administration  (ska),  represent  income  information  reported  by 
such  third-party  payers  as  banks  reporting  interest  payments  and 
employers  reporting  wages,  as  well  as  by  self-employed  earners.  Tax 
data  files  are  widely  recognized  as  the  most  comprehensive  and  central¬ 
ized  sources  of  individual  income  information  available. 
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Vataran 


Survivor 


Vetann  with  Survivor  with 

Dependant  Dependant 


|  |  Old  Law 

1  '  .'.j  Secton  306 


Improved  Law 


Note:  For  Section  306,  veterans'  and  survivors'  limits  could  be  increased  by  $500  tor  an 
aid-and-attendence  allowance. 

For  Improved  Law,  veterans'  and  survivors'  limits  could  be  increased  by  $935  for  each  additional 
dependent  and  either  $1 ,226  for  a  housebound  allowance  or  $3,308  for  an  aid-and-attendance 
allowance. 


In  1982,  gao  verified  wage  data  reported  for  1981  by  va  pension  benefi¬ 
ciaries  in  the  Philadelphia  metropolitan  area  using  Pennsylvania's  com¬ 
puterized  state  wage  data  file.  We  referred  potential  overpayment  cases 
to  va’s  Office  of  Inspector  Genera!  (oig)  for  investigation  and  resolution. 
Ultimately,  about  $1  million  in  overpayments  due  to  pensioners’  under¬ 
reporting  of  wages  was  identified. 

In  April  1982,  the  oig  began  to  computer-match  wage  data  in  va's  master 
pension  records  file  with  selected  states’  wage  data  files.  At  the  time  we 
began  our  current  study  for  the  Committee,  the  oig  had  completed 
matches  in  two  southern  states  and  targeted  several  large  states  for 
completion  on  a  priority  basis.  In  the  two  states — Florida  and  Georgia — 
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Pensioners’ 
Underreported  Income 


Page  14 


GAO  HHIV8H-24  Veterans'  Pensions 


Chapter  1 
Introduction 


the  oh;  had  referred  for  adjudication  about  4.800  pension  cases  having 
potential  overpayments  of  about  $24  million  due  to  nonreporting  of 
wages.  By  the  end  of  fiscal  year  1987.  the  ok;  had  added  the  states  of 
Missouri,  Texas,  and  Washington,  resulting  in  a  cumulative  total  of 
5,373  \'A  pensioners  being  identified  as  overpaid  about  $33  million. 

While  va's  ok;  believes  that  program-wide  overpayments  may  amount  to 
several  hundred  million  dollars,  identifying  specific  overpayment  cases 
on  a  state-by-state  basis  has  proven  resource-intensive  and  time- 
consuming.  Also,  using  state  wage  data  would  not  identify  all  potential 
overpayment  cases  because  state  records  do  not  contain  wages  on  cer¬ 
tain  categories  of  employees,  such  as  federal  civilian,  military,  self- 
employed,  and  railroad  workers.  Moreover,  these  files  contain  no  infor¬ 
mation  on  unearned  income  such  as  interest  and  dividends. 


Income  Verification  in 
Other  Needs-Based 
Programs 


In  fiscal  year  1984.  the  federal  government  spent  about  $(52  billion  on 
needs-based  benefit  programs,  including  va  pensions.  Anticipating  the 
potential  monetary  benefits  of  improved  payment  integrity  in  the  face 
of  mounting  federal  budget  deficits,  the  Congress  enacted  the  Deficit 
Reduction  Act  (dkkua)  of  1984  (Public  Law  98-3(59).  Section  2(551  of 
pkkka  amended  the  Internal  Revenue  Code  to  provide  access  to  federal 
tax  data  for  income  and  eligibility  verification  purposes  for  selected 
needs-based  programs.  Among  them  were  Aid  to  Families  with  Depen¬ 
dent  Children,  Supplemental  Security  Income  (ssi).  Food  Stamp,  and 
Medicaid. 


Federal  and  state  managers  of  these  programs  are  required  to  verify 
claimants'  reported  information  on  earned  and  unearned  income,  using 
( 1 )  earnings  and  pension  income  data  reported  to  ssa  and  (2)  interest, 
dividend,  and  other  unearned  income  data  reported  to  IKS.  This  tax 
information  cannot  be  used,  dkkra  specifies,  to  determine  or  deny  a  per¬ 
son's  benefit  entitlement  or  payment  amount  without  the  program  first 
verifying  its  accuracy  and  allowing  that  person  to  exercise  his  or  her 
due  process  rights  to  challenge  the,  verified  information. 

The  va  pension  program  was  one  of  several  large  needs-based  programs 
not  included  in  dkkra.  Since  its  enactment  in  1984.  however,  the  Office 
of  Management  and  Budget  has  been  developing  a  legislative  proposal  to 
expand  dkkka’s  scope  to  include  additional  programs,  including  the  va 
pension  program,  and  additional  databases  for  verification  purposes. 
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Using  its  dekra  authority,  ssa  has  computer-matched  iks  unearned 
income  data  with  its  ssi  beneficiary  files.  As  of  August  198(5,  ssa  had 
identified  $114  million  in  potential  overpayments  of  ssi  benefits  to 
1(51,000  beneficiaries.  From  a  random  sample  of  those  cases,  ssa  pro¬ 
jected  that  over  a  2-year  period  it  would  achieve  ( 1 )  a  44-percent  over¬ 
payment  recovery  rate  or  about  $50  million  and  (2)  program  savings  of 
an  additional  $35  million  through  ongoing  ssi  payment  reductions  and 
program  withdrawals  of  uncooperative  beneficiaries.  This  match, 
including  follow-up  action,  would  cost  $(5  million,  ssa  estimated. 


Using  Federal  Tax 
Information  for 
Purposes  Other  Than 
Tax  Administration 


The  use  of  tax  information  for  nontax  administration  purposes  tradi¬ 
tionally  has  been  and  continues  to  be  a  sensitive  issue.  Both  the  Con¬ 
gress  and  iks  have  expressed  concerns  about  the  effects  of  tax  data- 
sharing  on  the  integrity  of  the  federal  income  tax  system  and  on  tax¬ 
payer  privacy. 

For  example,  in  enacting  the  Tax  Reform  Act  of  197(5  (Public  Law  94- 
455)  the  Congress  restricted  access  to  tax  information  by  requiring  that 
such  access  be  authorized  on  a  specific  program  basis  in  the  Internal 
Revenue  Code.  Since  then,  the  Congress  has  authorized  iks  to  share  cer¬ 
tain  types  of  tax  information  with  other  government  programs,  but  only 
for  specific  purposes.  The  tax  data  sharing  under  dekra  is  one  of  the 
more  recent  examples. 


Recurring  questions  concerning  tax  data  uses  for  nontax  purposes 
include: 


•  Do  such  disclosures  discourage  voluntary  compliance  with  federal 
income  tax  laws? 

•  Do  disclosures  abridge  individuals'  rights  to  confidentiality  of  their  tax 
information? 

•  Can  and  do  agencies  adequately  safeguard  these  data? 

•  Are  due  process  rights  protected  for  individuals  whose  records  are 
matched? 


In  exploring  the  need  for  and  feasibility  of  using  tax  data  to  verify 
income  data  reported  by  va  pension  beneficiaries,  we  have  attempted  to 
address  such  concerns  (see  ch.  3).  Other  <;ao  reports  discussing  the  use 
of  tax  data  for  income  verification  in  needs-based  programs  are  listed  at 
the  end  of  this  report. 
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Objective,  Scope,  and 
Methodology 


On  September  10,  1985.  Senator  Frank  If.  Minkowski,  then  Chairman 
(now  Hanking  Minority  Member)  of  the  Senate  Committee  on  Veterans' 
Affairs,  asked  us  to  undertake,  using  federal  income  tax  data,  a  one-timt 
nationwide  review  assessing  the  payment  integrity  of  the  veterans'  pen¬ 
sion  program  administered  by  v\  (see  app.  I).  in  requesting  this  review  , 
the  Chairman  said  his  goals  were  to. 


preserve  i tie  Integra y  and  legislnt ive  intent  of  1  liese  important  programs  l>\ 
aseert aming  v\  tie!  tier  recipients  are  rccci\  mg  t  lie  lienefits  to  u  lu<  h  l  lie\  are  eligible 
as  well  as  protecting  l  he  privacy  con  sole  rat  ions  of  all  those  recipient  s  \\  ho  are  el  igi 
hie  for  these  VA  benefits 


This  report  presents  the  results  of  our  review  and  focuses  on  t  he  feasi¬ 
bility  of  using  certain  t ax  databases  maintained  by  iks  and  ss.\  to  verify 
self-reported  income  information  v\  receives  from  its  pension 
beneficiaries. 


t;.\o  is  permitted  to  access  t ax  information  for  its  audits  only  to  the 
extent  that  the  agency  being  audited  may  do  so.  unless  a ,\o  is  acting  as 
an  agent  of  an  authorizing  congressional  committee.  Federal  t a x  infor¬ 
mation  is  not  available  to  v.\  for  its  use  in  auditing  and  administering  the 
veterans'  pension  program.  Therefore,  the  Chairman  of  the  Senate  Vet¬ 
erans*  Affairs  Committee  asked  the  Joint  Committee  on  Taxation  to 
authorize  r.AO  tax  data  access  (see  app.  II ).  On  February  Id.  19811.  <;.\n 
was  designated  the  Joint  Committee's  agent,  pursuant  to  section 
(5103(f)(4)  of  the  Internal  Revenue  ('ode  of  1954.  as  amended,  to  conduct 
our  review  for  the  Senate  Veterans'  Affairs  Committee  (see  app.  Ill ). 
Specifically,  we  were  authorized  to  use  only  such  tax  information  as  was 
necessary  to  evaluate  the  accuracy  of  income  reported  by  v.\  pension 
beneficiaries  and  were  subject  to  till  Internal  Revenue  Code  restrictions 
that  apply  to  disclosure  of  tax  information. 

In  assessing  the  accuracy  of  income  data  recorded  in  \.\  pension  files, 
our  approach  paralleled  the  i>kkka  income  and  eligibility  verification 
provisions  for  accessing  tax  information.  Cnder  pkika.  the  tax  informa¬ 
tion  used  for  verification  is  available  about  14  to  18  months  after  the 
end  of  the  calendar  year  to  which  it  pertains.  We  conducted  the  field 
work  of  our  review  between  February  198(1  and  May  1987.  The  latest 
tax  information  then  available  was  for  calendar  year  1984. 

Working  with  iks  and  ssa,  we  compared  the  earnings  data  for  va's  entire 
file  of  pension  beneficiaries  on  the  rolls  its  of  November  1984 — the  most 
comparable  v.\  file  containing  1984  earnings  data  at  that  time — with 
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appropriate  1984  tax  data.  We  excluded  several  unique  va  pension  cate¬ 
gories  so  as  not  to  detract  from  the  main  veteran  and  survivor  pension 
categories;  also,  we  eliminated  cases  that  did  not  contain  adequate  indi¬ 
vidual  identifiers,  such  as  social  security  numbers  (ss\s).  We  compared 
v.\  and  tax  records  only  when  ss\  and  surname  in  both  records  were 
identical. 

To  provide  a  conservative  estimate  of  potential  overpayments,  we  recal¬ 
culated  the  va  pension  payment  for  only  matched  records  that  reflected 
income  variances  of  $100  or  more.  This  recalculation,  using  a  pension 
payment  model  we  designed  for  our  review,  identified  significant  num¬ 
bers  and  amounts  of  potential  overpayments  for  November  1984.  We 
then  derived  an  estimate  of  potential  overpayments  for  the  entire  calen¬ 
dar  year  ( 1984). 

To  validate  our  results,  we  obtained  documents  ( submitted  by  55  va 
regional  offices)  from  a  random  sample  of  identified  potential  ov  erpay¬ 
ment  cases.  To  assure  that  va  could  not  identify  the  potential  overpay¬ 
ment  cases  in  our  sample,  we  “masked"  each  sample  case  by  adding  two 
nonoverpayment  cases.  v.Vs  regional  offices  gave  us  copies  of  the  docu¬ 
ments  on  which  beneficiaries  had  reported  their  actual  and  estimated 
income  data.  We  used  that  data  to  validate  the  accuracy  of  v.Vs  comput¬ 
erized  income  data  used  in  our  overpayment  calculations. 

We  did  our  sample  validation  work  so  as  to  ensure  that  the  results  we 
obtained  from  November  1984  income  data  reasonably  depicted  year- 
end  data  reported  by  va  beneficiaries  we  identified  as  potentially 
overpaid.  Normally,  va  would  have  had  the  opportunity  to  identify  ben¬ 
eficiaries  reporting  year-end  income  changes  and  accordingly  make  pay¬ 
ment  adjustments  without  the  benefit  of  tax  data.  Therefore,  we 
calculated  the  pension  payment  using  year-end  income  data,  assuming 
that  va  could  have  identified  those  amounts  as  a  result  of  its  self-report¬ 
ing  mechanism.  To  estimate  potential  overpayments  not  readily  identifi¬ 
able  by  va  without  use  of  tax  data,  we  statistically  projected  our  sample 
results  to  the  potential  overpayments  we  identified  from  tax  data. 

As  a  result  of  using  a  $100  income  variance  between  va  and  tax  data  for 
each  case  as  a  "buffer  zone,”  we  excluded  215,000  1984  cases  from  our 
potential  overpayment  calculations  and  our  validation  work.  To  the 
extent  that  such  beneficiaries  may  have  underreported  to  va  at  year-end 
their  actual  1984  incomes  by  $100  or  more,  those  cases  also  would  have 
to  be  considered  as  potential  overpayments.  This  is  because  va  would 
have  retroactively  adjusted  their  pension  benefits  to  reflect  the  lower 
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income  reported.  Thus,  our  estimates  of  1984  potential  overpayments 
are  understated  to  the  extent  that  potential  overpayments  exist  in  this 
large  group  of  beneficiaries. 


At  the  outset  of  our  work,  we  knew  that  the  Internal  Revenue  Code 
would  not  permit  us  to  disclose  tax  data  to  va.  third-party  income 
reporting  sources,  or  potentially  overpaid  beneficiaries.  Such  disclosures 
would  be  necessary  to  provide  proper  due  process  rights  to  such  benefi¬ 
ciaries  and  to  ultimately  affirm  whether  actual  overpayments  were 
made.  Our  review,  therefore,  would  have  to  rely  almost  entirely  on  com¬ 
puterized  data  in  va  and  tax  records.  In  the  interest  of  conservatism,  we 
designed  our  methodology  to  include  only  tax  data  representing  earn¬ 
ings.  interest,  and  dividends  and  to  exclude  tax  data  representing  poten¬ 
tially  nonrecurring  unearned  income  (e.g..  rents,  royalties,  prizes,  and 
awards).  We  recognized  that  excluding  such  income  would  have  the 
effect  of  not  only  intentionally  understating  any  estimate  of  potential 
overpayments,  but  also  tend  to  inflate  underpayments.  Also,  at  the  time 
of  our  review.  ssa  had  posted  to  its  records  only  about  10  percent  of  the 
taxable  private  pension  income,  thus  understating  the  tax  data  matched 
with  va  data.  For  these  reasons,  wo  did  not  attempt  to  estimate  the  pos¬ 
sible  extent  of  underpayments.  (See  app.  V.  pp.  02  to  03. ) 

Our  review  was  made  in  accordance  with  generally  accepted  govern¬ 
ment  auditing  standards  with  the  following  exceptions.  Because  we  did 
not  consider  it  pertinent  to  our  evaluation,  we  did  not  assess  va.  ihs,  or 
ssa  internal  controls  over  the  computer-based  data  systems  used  in  our 
study  or  any  administrative  controls.  However,  on  a  test  basis,  we  did 
assess  the  reliability  of  va  and  ssa  income  data  by  tracing  computer 
entries  to  source  data.  We  adjusted  our  estimates  of  potential  overpay¬ 
ments  when  errors  were  found  and  otherwise  attempted  to  preserve  the 
conservatism  embodied  in  our  review  methodology.  (For  a  more  com¬ 
plete  description  of  our  review  scope  and  methodology,  see  app.  V.) 
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Unreported  Income  May  Cause  Significant 
Potential  Overpayments  in  VA  Pension  Program 


Significant  income  differences  exist  between  the  va  pension  records  and 
federal  tax  records.  These  income  differences  can  result  in  many  mil¬ 
lions  of  dollars  in  overpayments  annually  to  thousands  of  va  pension 
beneficiaries.  In  summary,  our  review  showed  that: 

•  About  $  1  billion  in  differences  exists  between  the  income  data  recorded 
in  va’s  records  and  that  shown  in  1.984  tax  records  for  the  same 
individuals. 

•  More  than  $182.5  million  was  potentially  overpaid  to  about  149,000  va 
pension  beneficiaries  in  1984.  Of  these  potential  overpayments,  va’s 
annual  process  of  income  self-reporting  could  have  identified  only  about 
$25.3  million  to  about  14,500  beneficiaries.  The  remaining  $157.2  mil¬ 
lion  would  not  have  been  identifiable  by  va  because  va  lacks  access  to 
third-party-reported  tax  data  at  IKS  and  ssa.  (There  may  have  been  some 
underpayments  as  well,  but  we  could  not  quantify  them. ) 

«  Improved  Law  pensions  accounted  for  the  greatest  portion  of  our  esti¬ 
mated  1984  potential  overpayments — $128.4  million  involving  98.700 
cases — and  likely  will  continue  to  do  so  in  future  years. 

•  Interest  and  dividends  were  the  most  frequent  types  of  unrecorded 
income  in  \A  pension  records,  accounting  for  more  than  00  percent  of  the 
potential  overpayment  cases. 

•  va’s  self-reporting  system  cannot  be  relied  upon  as  the  sole  mechanism 
for  adjusting  year-end  pension  payments  because  many  beneficiaries  are 
not  properly  reporting  their  incomes. 

•  Tax  records  for  a  number  of  pension  beneficiaries  showed  a  pattern  of 
beneficiaries  earning  significant  wages  for  several  years  for  which  they 
reported  no  earnings  to  va. 

•  va’s  income  questionnaire  should  be  clarified  to  attain  better  reporting 
of  income. 


Beneficiary  Income 
Variances  Between  VA 
and  Tax  Data 


About  50  percent,  or  098,000,  of  the  1 .4  million  VA  pension  beneficiaries 
included  in  our  study  had  earnings,  interest,  and  dividends  reported  to 
ins  or  ssa  in  1984  by  such  third  parties  as  banks,  corporations,  and 
employers.  A  comparison  of  such  income  information  with  income  con¬ 
tained  in  va  beneficiary  payment  records  showed  the  same  amounts 
recorded  in  only  3  percent  of  the  cases.  For  79  percent,  or  549,000  cases, 
va  records  showed  estimated  income  amounts  that  were  understated  by 
$947  million.  This  amount  is  conservatively  low  because  we  chose  to 
exclude  from  the  analysis  about  $187  million  in  miscellaneous  income 
we  identified  from  tax  data  obtained  from  ms.  Such  income  represented 
about  27  percent  of  the  1 984  unearned  income  recorded  in  ms  records  as 
being  received  by  va  pension  beneficiaries  (see  app.  V).  This  also  caused 


Pa**  20 


GAO  HRD-88-24  Veterans'  Pensions 


Chapter  2 

lure  ported  Income  May  Cause  .Significant 
Potential  Overpayments  in  VA 
Pension  Program 


Chapter  2 

l' lire  ported  Income  May  Cause  Significant 
Potential  Overpayments  in  VA 
Pension  Program 


the  remaining  18  percent,  or  12f>.()()()  eases,  to  appear  to  have  more 
income  on  va  records  than  on  tax  records.  Figure  2.1  shows  the  vari¬ 
ances  between  the  irs/ssa  and  v\  databases. 

To  support  a  draft  legislative  proposal  that  would  permit  it  access  to  tax 
data,  va  attempted  to  obtain  broad-based  information  on  beneficiary 
income.  v\  contracted  with  tus  to  perform  a  one-time  statistical  tabula¬ 
tion  comparing  beneficiary  income  amounts  shown  on  v.Vs  November 
1984  master  compensation  and  pension  record  with  income  data  shown 
on  individual  tax  returns  filed  with  Iks  for  1984.  The  Internal  Revenue 
Code  precluded  va  from  getting  individual  case  data,  but  the  tabulations 
irs  provided  va  showed  aggregate  income  on  tax  returns  to  be  about  $1.8 
billion  greater  than  that  recorded  on  v.\  records.  This  variance  included 
several  items  not  covered  by  our  study,  i.e.:  such  nonrecurring  income  as 
capital  gains,  rents,  etc.,  and  income  in  cast's  oft  1 )  compensation,  where 
the  veteran  is  rated  100-percent  disabled  due  to  individual  unem¬ 
ployability.  and  (2)  parents'  dependency  and  indemnity  compensation. 

va  could  not  convert  these  aggregate  income  differences  into  potential 
overpayments  or  underpayments,  but  its  study  concluded  that  these 
large  income  discrepancies  "...more  than  support  [the]  need  for  an 
income  verification  means  to  control  against  abuses  in  our  traditional 
self-reporting  process."  Not  having  access  to  tax  data  for  verification 
purposes,  va  could  not  identify  and  resolve  specific  cases  of  potential 
pension  overpayments  resulting  from  these  differences. 


I'singthe  November  1984  income  estimates  recorded  for  va  pensioners 
and  the  income  data  in  1984  tax  records,  we  identified  148,t>75  pension 
beneficiaries  who  potentially  may  have  received  over  $182.0  million  in 
overpayments  (see  table  2.1 ).  Most  of  these  va  would  not  have  identified 
and  adjudicated  through  its  existing  procedures,  which  rely  heavily  on 
the  accuracy  of  beneficiaries'  year-end  reporting  of  their  actual  incomes 
and  net  worth 


Tabic  2.1:  Estimated  1984  Potential 

Overpayments 

Pension  law 

Cases 

Amount 

Old  Law 

4.103 

$3  114  193 

Section  306 

45  838 

51  023  800 

Improved  Law 

98.734 

128  399  528 

Total 

148,675 

$182,536,521 

Estimated  1984  VA 

Pension 

Overpayments 
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Following  arc  illustrations  of  potential  overpayments  we  identified,  all 
eases  involving  pension  payments  made  in  November  1984.  The  infor¬ 
mation  is  presented  so  as  to  preclude  disclosing  identities  of  tin'  individ¬ 
uals  involved. 

A  78-year-old  housebound  veteran  received  a  monthly  Improved  Law 
pension  payment  of  $318.  va  determined  his  benefit  by  subtracting  the 
$3,000  annual  social  security  amount  he  estimated  on  his  1084  va 
income  questionnaire  from  the  $<>.740  Improved  Law  entitlement  limit. 
On  his  va  income  questionnaire  for  1988.  he  reported  no  prior  (  1084  i  or 
expected  (  1985)  interest  income.  Information  contained  in  the  1984  tax 
records  showed,  however,  that  he  received  over  $4,000  in  interest 
income.  Since  bis  social  security  and  interest  income  for  1084  together 
exceeded  the  va  maximum  entitlement  limit,  lie  would  be  precluded  from 
receiving  any  v\  pension  payment. 

A  59-year-old  surviving  spouse  received  a  monthly  Improved  Law  pay¬ 
ment  of  $307.  As  she  reported  to  v.\  no  estimated  income  of  any  typo  on 
her  1984  v.\  income  questionnaire,  va  determined  her  eligible  for  the 
maximum  $3,095  annual  survivor's  benefit.  On  her  1085  income  ques 
tionnaire.  she  continued  to  report  that  she  received  no  income  in  1084 
Information  in  the  1984  tax  records  showed,  however,  that  she  received 
over  $0,500  of  interest  income.  Since  her  interest  income  exceeded  \  \'s 
maximum  benefit  level,  she  would  be  precluded  from  receiving  any  v\ 
pension  payment. 

A  57 -year-old  veteran  and  spouse  received  a  monthly  Section  300  pen¬ 
sion  payment  of  $128  and  declared  their  only  other  1984  income  to  be 
$5,000  in  social  security  benefits.  On  their  1085  va  income  question¬ 
naire,  they  reported  no  prior  ( 1984 )  or  expected  1 1985)  income,  fax 
data  for  1984  showed,  however,  that  the  spouse  bad  received  over 
$15,000  in  wages  and  about  $1,300  in  retirement  benefits,  and  that 
together  they  had  received  over  $3,800  in  interest.  Although  the 
spouse's  wages  are  excluded  in  determining  the  countable  income  of  this 
Protected  Law  fiensioner,  their  combined  1984  social  security  and  inter¬ 
est  income,  and  her  retirement  income — which  is  countable — exceeded 
the  $8,435  maximum  income  limit.  Thus,  they  would  be  precluded  from 
receiving  any  va  pension  payment. 

A  50-vear-old  surviving  spouse  received  a  monthly  Section  300  pension 
payment  of  $129.  At  the  start  of  1984.  she  estimated  to  va  that  she 
would  earn  $5,000  during  the  year  and,  at  the  end  of  the  year,  declared 
that  figure  on  her  1985  va  income  questionnaire  as  her  actual  1984 
income.  Tax  data  indicated,  however,  that  her  1984  wage  income  was  in 
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excess  of  $  12.0(1(1.  Since  (lie  v\  income  limit  for  t his  Protected  Low  pen¬ 
sionin'  was  St).27.'i.  she  would  he  precluded  from  receiving  any  \  \  pen 
sion  payment. 


Potential  ( Korpayineilt  In  1!>S4.  1<M>  percent  of  all  pension  cases  may  have  been  overpaid. 

Rate'S  Varied  by  Pension  and  the  potential  overpayment  rate  varied  from  <5.2  percent  under  the 
j  ‘  Sint  ion  .‘loti  Law  to  1(5.0  percent  under  the  Improved  Law.  Potential 

overpayment  rates  by  ease  and  amount  for  eaeli  (tension  law  category 
are  shown  in  table  2.2. 


Table  2.2:  Potential  Overpayment  Rates  by  Pension  Law 

.  !• 

Pension  law 

Improved  Section  306  Old  Total,  all  programs 


Cases 

Amount 

Cases 

Amount 

Cases 

Amount 

Cases 

Amount* 

' "  ■  •  1 

L  *  0  952’ 

v  c..J  u'r- 

.i929  4  7-1 

se  55: 

S2S  280 

:  •  '•> 

'  '  J 

>r  "Y'4 

•_'K 

9  ■  023 

A  -05 

.5  1*4 

“48  ij,'-; 

Percent 

16.0 

5.1 

6.2 

5.5 

10.6 

11.0 

10.6 

5.2 

Wit  h  its  higher  monthly  payments  t  see  eh  1 ).  t he  Improved  Law  pen¬ 
sion  currently  accounts  for  71  percent  of  all  pension  program  payments 
In  the  future,  this  law  will  take  on  increasing  importance  as  v\s  major 
pension  effort  because  pensions  under  the  other  two  pension  laws  are 
closed  to  new  applicants.  Also,  current  protected  pension  beneficiaries 
can  elect  to  change  to  an  Improved  Law  pension  if  it  is  financially 
advantageous  to  do  so. 


Types  of  Beneficiary 
Income  Not  Recorded  on 
VA  Records 


For  the  l-lS.tiLb  potential  overpayment  cases,  we  isolated  the  types  of 
unrecorded  income  that  were  contained  in  tax  records  hut  not  \\  pension 
records  (  sec  table  2  d ). 
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Table  2.3:  Potential  Overpayment  Estimates  by  Type  of  Unrecorded  Income 
Type  of  Pension  law 

unrecorded  Improved  Section  306  Old  Totals 


income 

Cases 

*  ** 

Amount 

Cases 

4  *  8C 

Amount 

f  5  486 

Cases 

31 

Amount 

Cases 

n  <  ' 

Percent 

Amount 

Percent 

Totals 

98.734 

$128,400 

45.838 

$51,023 

1  :,b 

4.103 

il  “  M. 

S3. 114 

148,675 

100.0 

S182.537 

100.0 

Interest  and  dividends  were  t he  largest  single  sources  of  beneficiary 
income  not  emit  a  hied  in  \.\  records  I  lnuci  ec.  per  ease  n\  erage  amount'- 
of  under reported  interest  and  dividends  were  smaller  than  those  of 
underreported  earning,  <  >f  t  he  overpay  ment  cases,  a  hoi  n  *>d  percent 
were  attributable  e\<  lusivelv  to  interest  and  <1  it  idends.  but  these 
accounted  foronl>  17  percent  of  the  estimated  m erpayment  aniouni  .On 
1  he  oi Iter  hand,  about  !  b  percent  of  all  potent  ial  overpayment  eases 
were  attributable  solely  to  earnings,  but  accounted  for  Jo  pereenl  of  t  lie 
estimated  overpayment  amount.  Third-party-reported  tax  data  are  the 
only  nationally  available,  centralized  source  for  verification  of  interest 
and  dividends  reported  by  v\  pension  beneficiaries.  For  more  detailed 
information  on  the  t  ypes  of  unrecorded  income  t  bat  caused  the  potent  ial 
overpayments,  see  appendix  V! 


Assessment  of  VA’s 
Annual  Income  Self- 
Reporting  Process 


i’ension  beneficiaries'  income  estimates  seldom  were  adjusted  during  the 
year  and  generally  were  properly  recorded  in  the  v\  master  pension  file, 
our  assessment  showed  Hut  most  beneficiaries,  in  report  ing  \  ear-end 
actual  income  to  v\,  did  not  adjust  their  earlier  income  est  i mates  and 
seldom  provided  data  that  would  allow  v\  to  identify  errors  in  income 
reporting.  As  a  result.  v.Vs  self-reporting  process  could  not  be  relied  on 
to  identify  most  of  the  potential  overpayments  that  we  detected  using 
tax  data.  Of  the  $ 1  HJ.d  million  of  potent  ial  overpayments  we  identified 
using  tax  data,  only  an  estimated  -S  J~>.d  million  could  have  been  identi¬ 
fied  by  v.Vs  annual  self- reporting  process.  In  a  management  letter  to  v.Vs 
Administrator,  dated  November  IS.  IhST.  we  identified  this  reliance  on 
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beneficiary  self-reporting  of  income  as  a  significant  internal  control 
weakness  in  the  veterans’  pension  program. 

The  most  critical  element  in  our  analysis  of  potential  overpayments  was 
the  income  that  beneficiaries  reported  to  va.  But  we  could  not  validate 
this  by  referring  the  potential  overpayment  cases  back  to  va  because  wre 
were  prohibited  by  the  Internal  Revenue  Code  from  revealing  tax  infor¬ 
mation  to  va.  Thus  we  took  the  only  measure  available  to  us  to  validate 
our  findings;  wre  checked  income  data  from  a  sample  of  our  cases  against 
the  actual  income  reports  that  va  requires  all  beneficiaries  to  file 
annually. 

On  each  annual  income  questionnaire  va  sends  out.  pensioners  are 
required  to  reconcile  any  income  changes  and  report  income  received  for 
the  previous  year.  Changes  between  estimated  and  actual  income — 
depending  on  the  va  pension  law  that  applies — can  cause  \A  to  retroac¬ 
tively  adjust  for  erroneous  payments  and/or  terminate  a  beneficiary's 
award.  Also,  va’s  self-reporting  process  is  its  principal  means  of 
obtaining  the  beneficiary's  estimated  income  needed  to  calculate  the 
next  year’s  pension  payments. 

From  our  universe  of  potential  pension  overpayment  cases,  we  selected 
a  random  sample  of  873  cases  and  asked  va  to  provide  income  reports 
filed  by  the  beneficiaries  over  a  4-year  period.  1982-85.  va's  regional 
offices  gave  us  copies  of  beneficiary  income  questionnaires  showing 
actual  1984  income  reported  for  631  of  our  sample  cases  and  another 
627  questionnaires  showing  beneficiaries'  initial  1984  income  estimates. 
We  excluded  the  remaining  sample  cases  because  of  data  errors  and 
because  va  regional  offices  could  not  provide  the  requested  files  in  a 
timely  manner.  Most  of  the  latter  case  files  were  either  lost  or  trans¬ 
ferred  to  another  regional  office  or  had  been  retired  to  the  va  records 
center,  va  officials  said.  Our  validation  sampling  procedures  are 
described  in  appendix  V. 


VA  Master  Pension  Records 
Generally  Reflect 
Beneficiaries’  Reported 
Incomes 


Of  627  income  reports  beneficiaries  submitted  at  the  beginning  of  1984, 
83  percent,  or  518  reports,  showed  an  estimated  1984  income  identical 
to  that  recorded  on  va’s  November  1984  master  pension  record.  During 
the  year,  some  beneficiaries  may  have  reported  changes  in  their  1984 
income  estimates  as  required  under  the  pension  program.  Without  exam¬ 
ining  the  complete  case  file,  however,  we  could  not  determine  how  many 
of  the  remaining  17  percent,  or  109  sample  cases,  had  income  differ¬ 
ences  due  to  such  changes  as  opposed  to  other  reasons,  such  as  possible 


Page  2ft 


(t  AO  HRD-NH-24  \>lf*rans’  Pensions 


Chapter  2 

I'nreported  Income  May  Cause  Significant 
Potential  Overpayments  in  VA 
Pension  Program 


va  posting  errors.  This  notwithstanding,  we  are  reasonably  confident 
that  the  computerized  records  we  used  were  correctly  posted  from 
reports  filed  with  va. 


Most  Potential 
Overpayments  Not 
Identifiable  by  VA’s  Self- 
Reporting  Process 


From  beneficiary  income  information  recorded  in  va's  payment  system 
in  November  1984,  we  calculated  that  148,075  beneficiaries  were  poten¬ 
tially  overpaid  $182.5  million  in  1984.  Self-reported  year-end  income 
adjustments  by  beneficiaries  would  have  allowed  va  to  identify  and 
adjudicate  about  $25.3  million  in  potential  overpayments.  About  14,500 
of  the  148.075  potentially  overpaid  beneficiaries  fully  reported  their 
actual  income  to  va  at  year-end.  we  estimate.  Thus,  va  would  have  been 
unable  to  identify  the  remaining  $157.2  million  in  potential  overpay¬ 
ments  to  about  134.200  beneficiaries  because  it  lacks  access  to  third- 
party-reported  tax  data  at  iks  and  ssa. 


We  sampled  031  potential  overpayment  cases  (200  Protected  Law  and 
431  Improved  Law)  to  determine  if  beneficiaries  adjusted  their  initial 
income  estimates.  Of  the  031  cases,  9.8  percent  (02)  had  adjusted  their 
estimated  1984  incomes  at  year-end  to  agree  with  the  income  informa¬ 
tion  we  found  in  tax  records.  The  other  90.2  percent,  or  509  potential 
overpayment  cases,  were  not  identifiable  by  va's  self-reporting  process 
because  the  beneficiaries’  reported  year-end  “actual"  incomes  for  1984 
were  lower  than  those  shown  in  the  tax  records. 


To  qualify  for  any  pension  under  either  protected  pension  program,  a 
beneficiary’s  income  must  fall  under  a  fixed  income  limit.  Only  7.5  per¬ 
cent  ( 15  )  of  our  200  sample  overpayment  cases  had  reported  “actual’’ 
year-end  1984  incomes  above  that  limit,  and  va  could  have  determined 
that  the  pensioners’  1984  incomes  exceeded  the  limit,  va  could  have 
adjudicated  and  appropriately  adjusted  about  $4.1  million  of  the  $54.1 
million  we  identified  through  tax  data  as  potential  overpayments  to  pro¬ 
tected  pension  beneficiaries  in  1984. 

The  Improved  Law'  pension  program  requires  a  dollar- for-dollar  pension 
adjustment  for  income  beneficiaries  report  to  va.  In  our  sample,  only 
10.9  percent  (47)  of  the  431  potentially  overpaid  beneficiaries  reported 
at  year-end  "actual"  incomes  for  1984  that  agreed  with  the  tax  data  and 
affected  their  1984  pension  payments.  In  an  additional  21.1  percent  (91 ) 
of  the  cases,  beneficiaries  had  adjusted  their  1984  incomes  at  year-end, 
but  the  adjusted  incomes  still  did  not  agree  with  1984  tax  data.  Acting 
on  these  income  changes,  va  could  have  adjudicated  and  appropriately 
adjusted  about  $21.2  million  of  the  $128.4  million  we  identified  through 
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tax  data  as  potential  overpayments  to  Improved  Law  beneficiaries  in 
1984. 


Beneficiaries  Not  Properly  VA  pension  beneficiaries  must  annually  report  their  sources  and  amounts 
Self-Reporting  Income  °f  income  and  other  financial  data,  such  as  net  worth.  Using  tax  data. 

we  found  that  over  the  years  many  beneficiaries  had  significant  earn¬ 
ings  they  did  not  report  to  va.  Such  earnings  were  not  detected  through 
va's  system  of  annual  self-reporting  of  income.  Also,  many  beneficiaries 
did  not  report  all  interest  and  dividend  income  and  in  many  cases 
reported  little  or  no  net  worth.  This  meant  va  had  no  indication  that  ( 1 ) 
their  interest  and  dividend  income  was  unreported  or  underreported  and 
(2)  they  had  significant  financial  resources  to  allow  self-sufficiency. 


Nonreporting  of  Earnings  Of  the  1 48.(575  potential  overpayment  cases  we  identified,  more  than 

2(5,000  pensioners  reported  no  earnings,  according  to  va's  November 
1984  records,  although  tax  data  showed  that  they  earned  $1,000  or 
more.  Our  validation  sample  of  (531  potential  overpayment  cases 
included  1 13  of  those  cases.  Among  the  1 13  were  50  cases  where, 
according  to  tax  records,  beneficiaries  had  substantial  1984  earnings 
($1,000  or  more) — in  one  case  exceeding  $34.000 — as  well  as  prior  and 
subsequent  year  earnings.  In  1 1  (22  percent)  of  the  50  cases,  no  earnings 
had  been  reported  to  va  over  a  4-year  period,  while  tax  records  showed 
substantial  annual  earnings  over  the  same  4  years.  Another  1(5  cases  (32 
percent)  consistently  reported  no  earnings  to  va  over  a  3-year  period 
but,  according  to  tax  records,  had  substantial  earnings  during  that  same 
period.  The  following  illustrations  show  these  types  of  cases,  each 
involving  a  pension  payment  in  November  1984  and  slightly  altered  to 
protect  the  identities  of  the  individuals  involved. 

•  A  48-year-old  veteran,  his  spouse,  and  their  dependents  were  paid  a 
$913  monthly  Improved  Law  pension.  The  couple  had  reported  no  earn¬ 
ings  to  va  for  1982  through  1985  and  had  received  a  monthly  va  pension 
during  these  years.  Tax  data  for'  1984  showed  that  the  beneficiary  had 
wages  exceeding  $12,000,  creating  an  estimated  potential  overpayment 
for  that  year  of  about  $1 1,000.  Tax  records  indicated  he  had  earnings 
for  1982,  1983,  and  1985  that  likewise  could  have  precluded  pension 
payments  for  those  years. 

•  A  66-year-old  veteran  and  his  spouse  received  a  $602  monthly  Improved 
Law  pension.  The  veteran  had  reported  no  earnings  to  va  for  1982 
through  1985  and  received  monthly  pensions  during  each  of  those  years. 
Tax  data  showed,  however,  that  the  beneficiary  earned  over  $8,000 
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annually  in  1982,  1983.  and  1984  and  over  $26,000  in  1985.  These  earn¬ 
ings  levels  would  preclude  payment  of  any  va  pension. 

•  A  58-year-old  surviving  spouse  was  paid  a  Section  306  monthly  pension 
of  $133.  Annual  income  questionnaires  returned  by  the  beneficiary  indi¬ 
cated  no  earnings  in  1982,  1984,  or  1985.  (No  data  were  available  for 
1983.)  Tax  data  showed  the  surviving  spouse  had  earnings  of  $8,400  in 
1982,  $9,700  in  1984,  and  $9,900  in  1985.  Such  income  exceeded  the 
income  limitation  under  Section  306  and  would  preclude  payment  of  any 
va  pension. 


Interest  and  dividends  must  be  reported  as  income  on  the  va  annual 
income  questionnaire  and  the  principal  reported  as  net  worth  for  the 
year,  va  defines  net  worth  as  cash  in  the  bank,  investments,  or  securi¬ 
ties.  Generally,  va  uses  a  net-worth  figure,  currently  $35,000,  as  an  indi¬ 
cator  for  reviewing  a  case  further  to  determine  whether  the  beneficiary 
truly  needs  financial  assistance.  Although  net  worth  was  not  a  factor  in 
determining  eligibility  under  the  Old  Law,  it  is  for  Section  306  and 
Improved  Law  cases. 

Unrecorded  interest  and  dividends  were  the  single  largest  factors  in  cre¬ 
ating  potential  va  pension  overpayments.  Our  sample  included  301 
potential  overpayment  cases  in  which  pension  beneficiaries  received 
interest  and/or  dividends,  according  to  tax  records,  but  did  not  report 
such  income  to  va.  Our  analysis  of  these  cases  showed  that  247  benefi¬ 
ciaries  reported  little  or  no  net  worth  to  va:  160  reported  zero  net  worth; 
41  reported  a  net  worth  amount  lower  than  their  interest  and  dividend 
income,  as  recorded  in  tax  records;  and  46  reported  no  information  on 
their  net  worth.  For  the  remaining  54  cases,  the  beneficiaries  reported  to 
va  a  net  worth  higher  in  amount  than  the  interest  and  dividend  income 
amounts  shown  in  tax  records  but,  except  for  two  instances,  not  neces¬ 
sarily  high  enough  to  have  caused  va  to  question  why  the  beneficiaries 
had  reported  no  interest  or  dividend  income  on  their  annual  question¬ 
naires.  Without  properly  reported  information  on  net  worth,  va  had  no 
leads  with  which  to  develop  whether  interest  and  dividends  were 
received  and  should  have  been  reported.  Following  is  an  illustration  of 
this  type  of  case.  The  facts  have  been  slightly  altered  to  mask  the  iden¬ 
tity  of  the  individual  involved: 

In  November  1984,  a  52-year-old  surviving  spouse  received  an  Improved 
Law  pension  payment  of  $154.  She  had  earlier  reported  an  estimated 
annual  retirement  income  of  $1,836  for  1984.  Information  contained  in 
the  1984  tax  records  showed,  however,  that  she  also  received  over 
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$5,000  in  dividend  income.  On  her  1985  va  income  questionnaire,  she 
reported  no  1984  dividend  income  and  no  actual  or  estimated  net  worth 
for  1984  and  1985,  respectively.  Since  her  1984  retirement  and  dividend 
income  together  exceeded  the  va  maximum  entitlement  limit  of  $3,695. 
she  would  be  precluded  from  receiving  any  va  pension  payment.  Also, 
since  she  did  not  report  the  amount  of  her  net  worth,  va  had  no  indica¬ 
tion  that  this  beneficiary  might  have  sources  of  unearned  income. 


Improvements  in  the  current  design  of  va's  income  questionnaire  could 
help  minimize  unintentional  misreporting  and  reduce  erroneous  pay¬ 
ments.  But  such  improvements  would  not  eliminate  va’s  need  for  a 
means  to  independently  verify  information  provided,  as  they  would 
neither  preclude  all  unintentional  misreporting  nor  prevent  intentional 
misreporting  by  individuals  to  obtain  a  \A  pension. 

Before  October  1985.  va  collected  eligibility  data  centrally.  It  sent  each 
beneficiary  an  Annual  Income  Questionnaire  (aiq)  worksheet  instruction 
form  and  an  aiq  card.  The  beneficiary  was  asked  to  summarize  income 
data  on  the  form,  then  transfer  the  information  to  the  aiq  card  and  sub¬ 
mit  the  card  to  \A  (see  figs.  VII. 1  and  VII. 2).  The  beneficiary  kept  the 
worksheet,  and  va  used  the  aiq  card  to  enter  income  data  in  the  pension 
payment  record,  va  would  make  no  pension  payments  to  a  beneficiary 
unless  ( 1 )  it  received  the  aiq  card  and  (2)  income  eligibility  limits  were 
met. 

In  October  1985,  va  spread  the  workload  of  this  function  to  all  va 
regional  offices  administering  the  pension  program,  and  replaced  the  aiq 
card  with  an  Eligibility  Verification  Report  (kvk)  form  similar  to  the  for¬ 
mer  AIQ  worksheet  (see  fig.  VII. 3).  i:\  iis  are  mailed  to  va  beneficiaries 
throughout  the  calendar  year  according  to  a  distributed  workload  plan. 
Beneficiaries  now  report  their  actual  and  expected  income  on  a  fiscal 
year  basis  and  return  the  kvk  to  a  va  regional  office  for  processing  and 
updating  of  the  central  va  pension  master  record. 

In  addition  to  requiring  information  on  income  and  net  worth,  the  kvk 
contains  questions  as  to  the  pension  beneficiary’s  medical  expenses  and 
marital  and  dependency  status.  At  the  time  of  our  review,  the  form 
came  in  9  versions — now  1 1 ,  according  to  va — each  tailored  to  a  specific 
pension  law  and/or  category  of  beneficiary. 

We  examined  over  1 ,000  submissions  of  the  va  questionnaire,  as  this  was 
an  integral  part  of  our  validation  of  potential  overpayment  cases.  After 
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reviewing  many  respondents'  answers  to  certain  questions,  we  decided 
to  evaluate  the  design  of  the  current  questionnaires  and  accompanying 
instruction  sheet  in  accordance  with  c.ao's  published  guide,  Developing 
and  Using  Questionnaires.  The  standards  in  this  guide  reflect  conven¬ 
tional  practice  in  the  field  of  survey  research. 

Generally,  we  found  the  questionnaires  to  contain  bureaucratic  jargon, 
long  and  complex  questions,  poorly  defined  terms,  and  unclear  instruc¬ 
tions,  and  to  be  printed  in  a  type  size  that  would  be  difficult  for  much  of 
the  respondent  population  to  read. 

Neither  the  aiq  nor  the  kvk  was  pretested  with  a  sample  of  respondents 
before  implementation,  according  to  va  officials.  Such  pretesting  is  a 
conventional  practice  in  the  field  of  survey  research.  Rather,  va  chose  to 
rely  on  feedback  from  its  own  officials  to  effect  any  improvements.  This 
method  permitted  design  weaknesses  in  the  aiq  and  kvk  to  go  unnoticed, 
although  we  cannot  relate  them  to  any  of  the  overpayment  problems 
cited  in  this  report. 

We  believe  that  the  kvk  can  and  should  be  improved  and  that  va  should 
have  the  benefit  of  our  observations  before  undertaking  any  design 
improvement  efforts.  Following  are  some  suggestions  for  improvement: 

•  Shorten  the  questions  and  increase  the  type  size  to  accommodate  older 
respondents. 

•  Make  instructions  less  complex  and  better  define  certain  key  terms. 

•  Phrase  questions  to  instruct  respondents  as  to  where  they  should  obtain 
information. 

•  More  prominently  display  the  legal  penalty  for  submitting  false 
information. 

Our  more  detailed  observations  regarding  the  design  of  v.Vs  mail  ques¬ 
tionnaires  are  included  in  appendix  VII. 


P«Kp  ill 


<iAO  HRfWW-2-l  Vel erans'  Pensions 


rhapter  d 

Concerns  About  Using  Tax  Data  to  Verify 
Eligibility  for  VA  Pensions 


The  magnitude  of  possible  erroneous  v\  pension  payments  strongly  sug¬ 
gests  that  v\  should  be  authorized  access  to  tax  data  to  verify  income 
eligibility  in  the  veterans'  pension  program.  I'sing  tax  data  for  nontax 
purposes  has  serious  implications,  however,  in  terms  of  potential  effect 
on  both  the  voluntary  tax  system  and  individual  fairness  and  privacy.  A 
balance  between  these  concerns  and  the  government's  quest  for  progrant 
integrity  should  be  considered  by  the  Congress  when  deliberating 
whether  the  V\  pension  program  should  be  granted  access  to  tax  data 

After  considering  a  number  of  issues,  we  concluded  t  hat : 

•  The  most  effective  and  only  suitable  alternative  means  to  verify  self- 
reported  beneficiary  income  is  to  allow  v\  access  to  third  party-reported 
tax  data. 

•  l  se  of  tax  data  would  increase  v\'s  program  management  efficiency  and 
effectiveness  and  likely  result  in  millions  of  dollars  iit  annual  savings. 

•  The  benefits  of  using  tax  data  for  income  verification  would  appear  to 
outweigh  costs  at  ratios  ranging  front  II  to  1  to  as  much  as  to  1 . 
depending  upon  the  criteria  used  to  select  cast's  for  adjudication. 

•  v.Vs  use  of  third-party  tax  data  for  verifying  income  likely  would 
increase  beneficiary  compliance  with  m  income  reporting  requirements, 
just  as  public  knowledge  that  ms  uses  such  data  for  verification  pur¬ 
poses  over  tin'  years  hits  enhanced  voluntary  compliance  with  the  t a x 
laws. 

•  There  art*  no  studies  to  show  whether  then'  is.  or  has  been,  any  change 
in  voluntary  tax  compliance  as  a  result  of  nut horizing  a  program  access 
to  tax  information  for  nontax  administration  purposes.  However,  lies  is 
planning  to  initiate  such  a  study 

l  sc  of  the  third-party  tax  data  we  obtained  under  procedures  identical 
to  those  authorized  by  pkkra  proved  to  be  an  efficient,  economical,  and 
effective  way  to  identify  potential  erroneous  \.\  pension  payments 


Are  There  Suitable 
Alternatives  to  VA’s 
Use  of  Tax  Data? 


We  considered  possible  ways,  other  than  using  tax  data,  by  w  hich  v\ 
could  verify  income  reported  by  {tension  beneficiaries  and  whether  \  \'s 
existing  procedures  for  collecting  income  data  could  be  improved.  An 
acceptable  alternative  source  should  be 

readily  accessible,  preferably  from  an  automated  system; 

complete,  in  that  all  major  earned  and  unearned  income  is  included:  and 
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amirate,  in  that  no  inherent  bias  exists  in  iiow  the  income  is  reported 
and  some  management  ef  fort  is  expended  to  assure  that  the  information 
is  free  from  error. 


One  possible  source  we  considered,  but  rejected  as  unacceptable,  was  the 
quarterly  wage  information  available  from  the  file's  of  individual  state 
agencies  that  administer  the  I’nemployment  Compensation  Program. 
While  this  information  is  housed  in  automated  systems.  v.\  would  have 
to  access  it  on  a  state-by -state  basis.  Although  previous  use's  of  these 
files  by  us  and  v.Vs  Office'  of  Inspector  Oeneral  have  re'sultt'd  in  some 
program  savings,  we  also  have  reporte'd  that  it  was  impractical  for  fed¬ 
eral  agencies  to  do  verification  mat  cites  individually  with  each  of  the' 
state'  wage  file's,  even  in  the-  unlikely  e'vcnt  that  all  ">0  state  agencies 
would  cooperate1. 

Further,  state  wage  data  exclude  e'arned  income'  for  such  categoric's  of 
individuals  as  military  personnel.  federal  civilian  e'tnploye'es,  railroad 
weerkers.  and  the  self-emplove'd.  Nor  elo  state'  file's  contain  information 
on  such  unearne'd  income'  as  inteivst  and  dividends,  which  e  an  only  be 
obtained  from  tax  records.  Moreove'r.  the*  accuracy  of  state*  wage  data 
e  which  states  do  nett  ve*rify  etr  warrant !  would  not  suffice'  for  \.\  jH'tisietn 
program  purpose’s,  although  it  getu'rally  is  conside'fe'd  adequate  for 
administering  1  'ne*mployme'nt  Compensatiem. 

In  itddition.  we*  considered  whether  va  could  obtain  data  etn  interest  and 
dividend  income  from  a  single'  source  othc'r  than  the-  ties  form  1099  file*. 
The  only  either  source  would  he'  the'  individual  payers  of  interest  and 
dividends,  such  as  banks  and  corporations.  It  would  be  virtually  impos¬ 
sible  for  v.-\  to  independently  identify,  and  impracticable  for  it  to  obtain 
such  information  from,  each  and  ewery  nevde'd  institution.  Moreover, 
financial  institutions  ordinarily  are  precluded  from  disclosing  records 
about  individual  customers’  accounts  to  fc'de'ral  agencies  by  the  Right  to 
Financial  Privacy  Act  of  1978  (Public  Law  95-(id0). 

Thus,  we  determined  that  tax  data  were  the'  bevst  alternative  source' 
he 'cause*: 

Tax  data  etn  earned  income  are  maintained  in  automated  readily  accessi¬ 
ble1  file's  at  both  ss.\  and  tus,  and  tax  data  etn  unearne'd  income  are  simi¬ 
larly  maintained  at  tus. 
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•  iks  and  ssa  data  constitute  the  most  complete  national  record  containing 
individual  income  information — wages,  pensions,  annuities,  interest, 
dividends,  etc. 

•  With  the  exception  of  self-employed  individuals  who  report  their  earn¬ 
ings  on  iks  form  1040,  such  data  are  not  reported  by  the  taxpayer,  but 
independently  by  such  third  parties  as  employers  and  payers  of  pen¬ 
sions,  interest,  dividends,  etc.,  none  of  whom  would  have  an  apparent 
incentive  to  report  inaccurately. 

•  Both  ssa  and  iks  perform  accuracy  checks  on  these  reports  before  the 
data  are  posted  to  their  files. 

Could  \A  significantly  improve  its  existing  procedures  for  collecting 
income  information  from  beneficiaries?  We  believe  it  is  possible  for  v\  to 
clarify  the  questionnaire  and  instructions  used  annually  to  collect 
income  information,  as  discussed  in  chapter  2  and  appendix  VII  of  this 
report.  Doing  so  would  provide  no  assurance,  however,  that  information 
would  not  be  omitted — either  inadvertently  or  deliberately — by  benefi¬ 
ciaries.  Essentially,  improving  the  questionnaire  might  provide  clearer 
responses  but  not  the  independent  means  for  verifying  the  accuracy  of 
beneficiary-furnished  income  and  asset  information. 

va  might  also  require  beneficiaries  to  annually  provide  copies  of  their  iks 
form  1040  income  tax  return  to  support  income  information  provided  in 
claiming  pension  benefits.  But  we  believe  this  approach  would  be  unac¬ 
ceptable  because: 

•  It  would  not  provide  the  independent  means  necessary  for  verifying  the 
accuracy  of  beneficiary- furnished  income  information. 

•  Many  va  pension  beneficiaries  are  not  required  to  file  form  1040  tax 
returns  because  their  gross  income  is  less  than  the  established  minimum 
for  filing  a  return. 

•  It  would  be  more  intrusive,  from  a  personal  privacy  standpoint,  because 
the  form  1040  contains  more  information  than  va  would  need  to  admin¬ 
ister  the  pension  program. 
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Would  the  Use  of  Tax 
Data  Increase  Program 
Management 
Efficiency  and 
Effectiveness? 


Income  data  on  tax  records  and  va  records  we  reviewed  differed  signifi¬ 
cantly,  indicating  that  many  va  beneficiaries  improperly  reported  their 
income  and  received  potential  overpayments  of  pension  benefits  and.  to 
a  lesser  extent,  potential  benefit  underpayments  that  we  did  not  quan¬ 
tify.  If  va  managers  had  access  to  tax  data,  they  could 

detect  whether  information  provided  by  beneficiaries  was  different 
from  that  reported  by  third  parties  to  ssa  and  ms  and  act  to  resolve  the 
differences,  enhancing  the  pension  program’s  efficiency  and  effective¬ 
ness.  and 

investigate  and  detect  income-reporting  irregularities  that  have 
occurred  over  the  years,  resulting  in  more  accurate  automated  va  pen¬ 
sion  records. 


Would  Program 
Savings  Exceed  the 
Costs  of  Using  Tax 
Data? 


Potential  benefits  to  the  va  pension  program  by  using  tax  data  to  iden¬ 
tify  potential  overpayments  would  exceed  costs  at  ratios  ranging  from 
1 1  to  1  to  as  much  as  58  to  1.  depending  upon  the  criteria  vised  to  select 
cases  for  adjudication.  We  base  this  conclusion  on  our  estimate  of  poten¬ 
tial  1884  erroneous  payments  and  the  cost  to  va  to  retrieve  tax  data  and 
so  use  it. 

In  terms  of  identified  pension  overpayments,  1984  potential  va  program 
benefits  of  using  tax  data  would  amount  to  about  $  157.2  million,  we 
estimate,  va's  cost  to  retrieve  tax  data  for  all  pensioners  and  adjudicate 
all  cases  with  any  earned  or  unearned  income  differences  would  be 
$13.7  million.  We  base  this  cost  projection  on  va's  estimated  average  cost 
of  $20.32  per  case  in  fiscal  year  1980  to  adjudicate  pension  claims  hav¬ 
ing  income  discrepancies  ($20.32  X  074,801  cases).  In  addition,  com¬ 
puter  costs  would  be  incurred  for  the  va  pension  data/tax  data 
computer-matching  operation.  Such  operational  costs  would  have  to  be 
specifically  identified.  In  1985,  however,  va  contracted  w  ith  ins  to  obtain 
aggregate  tax  data  on  all  va  pension  beneficiaries  at  a  cost  of  $44,000. 

Actual  overpayments  may  be  less  than  or  greater  than  $157.2  million. 
They  could  be  less  because  some  beneficiaries  may  have  reasonable  and 


VA's  adjudh -at ion  cost  per  rase  in  fiscal  year  UlHh  represented  an  average  of  1.12  hours  of  adjudica¬ 
tor  time  to  administratively  resolve  an  identified  income  discrepancy,  primarily  through  correspon¬ 
dence  with  the  lienefinary  and.  for  matters  remaining  in  dispute,  through  contacts  with  third  parties 
It  did  not  include  the  time  and  cost  of  investigating  susinvted  fraud  cases  relent'd  to  YA’s  Offi«v  of 
lnsjxvtor  General. 
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acceptable  explanations  for  apparent  income  discrepancies.  The  over¬ 
payment  amount  could  be  greater  than  $157.2  million  because  we  con¬ 
servatively  excluded  miscellaneous  income  on  ms  records  from  the 
amounts  we  used  to  calculate  overpayments.  va  is  required  to  count  such 
income,  if  reported  or  otherwise  identified,  in  computing  the  pension 
benefit  amount.  Sordid  we  determine  whether  year-end  beneficiary 
reporting  created  overpayments  in  any  of  the  215,507  cases,  identified 
in  our  match  of  November  1984  beneficiary  income  data  with  tax  data, 
with  original  income  variances  of  less  than  $100  ( see  pp.  18-19). 

In  our  savings  estimate,  we  do  not  include  the  monetary  value  of  future 
overpayments,  which  could  be  avoided  by  granting  the  v.\  pension  pro¬ 
gram  access  to  tax  data  as  soon  as  possible. 

Our  estimate  of  v.Vs  cost  to  adjudicate  cases  may  be  high  because  we 
assumed  that  v.\  would  adjudicate  all  074,801  cases  with  third-party- 
reported  tax  data.  But  \.\  appropriately  could  elect  to  adjudicate  only 
cases  in  which  income  variances  are  large  enough  to  materially  affect 
the  benefit  payment  computation.  ( In  our  demonstration  review,  we 
found  134.103  cases  with  variances  of  $100  or  more.)  This  would  reduce 
v.Vs  adjudication  costs  from  $13.7  million  to  as  low  as  $2.73  million 
($20.32  X  134.103  cases)  and  increase  the  benefit -to-cost  ratio  to 
58  to  1 . 

Finally,  our  estimated  cost  to  adjudicate  cases  does  not  include  investi¬ 
gative  costs  to  gather  evidence  necessary  to  pursue  criminal  prosecution 
for  fraud  where  such  action  may  be  warranted.  Nor  does  it  reflect  the 
additional  pension  payments  that  might  be  made  to  indemnify  benefi¬ 
ciaries  whom  va  may  have  underpaid.  Also,  va  may  incur  some  addi¬ 
tional  one-time  costs,  should  its  present  record-keeping  system  need 
modification  to  fully  accommodate  the  use  of  calendar-year  tax  data. 
Such  costs,  however,  can  best  De  identified  when  \:\  determines  what 
system  modifications,  if  any,  actually  may  be  needed. 


Would  the  Use  of  Tax 
Data  Increase 
Compliance  by 
Program  Participants? 


Third-party  tax  data  is  reported  by  employers  on  iks  form  W-2,  by  pay¬ 
ers  of  pensions  and  annuities  on  ms  form  W-2P.  and  by  payers  of  inter¬ 
est  and  dividends  on  IKS  form  1099.  Eventually,  the  data  on  these  report 
forms  are  entered  into  iks'  automated  Information  Returns  Program  file. 
iks  uses  the  file  to  verify  income  taxpayers  rejiort  on  their  annual 
income  tax  returns. 
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These  data  offer  the  best  compliance  tool  for  detecting  underreporting 
of  income  on  a  mass  scale,  gao  and  irs  studies  in  recent  years  have 
shown.  If  \:a  pension  beneficiaries  are  made  aware  that  the  income  they 
annually  report  to  va  is  subject  to  verification  using  third-party  tax 
data,  compliance  with  va  income-reporting  requirements  likely  would 
increase. 


Indeed,  public  knowledge  that  ms  uses  third-party  data  for  verification 
purposes  over  the  years  has  enhanced  voluntary  compliance  with  fed¬ 
eral  income  tax  laws,  irs  recently  estimated  that  in  198f>.  its  use  of  form 
1099  interest  and  dividend  reports  alone  resulted  in  $2.7  billion  in  addi¬ 
tional  individual  income  taxes  paid  the  government. 

If  v.\  used  third-party  income  reports  for  verification,  va  pensioners 
should  be  less  likely  to  fraudulently  report  their  income.  Such  false 
claims  or  statements  would  be  readily  det edible  and  could  subject  them 
to  serious  criminal  penalties  (up  to  a  $10,000  fine  and  or  up  to  5  years' 
imprisonment )  under  sections  287  and  1001  of  title  18. 1'.S  Code. 


What  Would  Be  the 
Impact  on  Data 
Confidentiality, 
Taxpayer  Privacy, 
and  Voluntary  Tax 
Compliance? 


Potential  harmful  impact  on  compliance  with  the  nation's  tax  laws  is  the 
single  most  important  issue  in  deciding  whether  va  or  other  federal  pro¬ 
grams  should  be  granted  access  to  tax  information,  ms  officials  advised 
us.  Preserving  the  confidentiality  of  tax  information  is  prerequisite  to 
the  integrity  of  the  tax  system,  according  to  irs,  and  using  tax  informa¬ 
tion  for  nontax  purposes  compromises  that  integrity.  However,  irs  has 
no  empirical  data  to  support  its  contention.  No  studies  exist  that  might 
show  whether  there  is,  or  has  been,  any  change  in  voluntary  compliance 
as  a  result  of  access  to  tax  information  by  other  programs,  including 
those  needs-based  programs  now  having  access  under  pkkka.  However, 
in  its  response  to  a  draft  of  this  report,  irs  stated  that  its  Research  Divi¬ 
sion  is  developing  plans  for  such  a  study  (see  app.  IX ). 

Although  section  (1103  of  the  Internal  Revenue  Code  generally  prohibit  s 
disclosure  of  tax  data,  it  contains  certain  exceptions  allowing  tax  data  to 
be  disclosed  to  federal,  state,  and  local  agencies  for  such  limited  uses  as 
state  and  local  tax  enforcement,  and  income  and  asset  verification  in 
sjK'cified  entitlement  programs.  Users  of  tax  data  must  conform  to  the 
stringent  safeguarding  requhements  of  the  Code.  To  this  end.  irs  has 
issued  the  booklet.  "Tax  Information  Security  Guidelines  for  Federal. 
State,  and  bocal  Agencies."  All  users — which  would  include  va.  should  it 
be  authorized  tax  access — are  subject  to  criminal  penalties  for  illegal 
disclosures  and  to  on-site  data  security  reviews  by  irs  and  gao. 
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va  officials  could  foresee  no  problems  in  meeting  the  Internal  Revenue 
Code  safeguarding  requirements  if  allowed  access,  they  told  us.  Tradi¬ 
tionally,  va  has  processed  and  safeguarded  much  sensitive  personal  data 
used  in  its  medical,  compensation,  pension,  education,  and  similar  pro¬ 
grams,  they  pointed  out. 

Nonetheless,  granting  access  to  tax  data,  even  data  provided  by  third 
parties,  presents  a  special  case  regarding  privacy  and  confidentiality 
issvies.  Taxpayers  and  third  parties  have  little  choice  in  revealing 
income  information  for  tax  administration  purposes  because  they  are 
mandated  by  law  to  do  so  and  are  subject  to  criminal  and  civil  sanctions 
if  they  fail.  The  issue  is  whether  information  required  to  be  provided  for 
federal  tax  administration  should  be  list'd  for  another  unrelated  pur¬ 
pose — income  verification  in  needs-based  benefit  programs.  In  our  view, 
the  issue  requires  considering  the  trade-off  between  a  potential  increase 
in  the  efficiency  and  effectiveness  of  a  legitimate  government  function 
and  possible  government  intrusion  into  the  private  lives  of  individuals. 

In  enacting  i>i:kka  in  1984.  the  Congress  considered  that  trade-off  and 
established  a  significant  precedent  in  deciding  that  it  was  in  the  public's 
best  interest  to  authorize  selected  benefit  programs  to  access  third-party 
tax  data  for  income  verification  purposes. 

okkra's  legislative  history  is  not  clear  as  to  why  the  va  pension  program 
was  not  included  among  the  benefit  programs  authorized  use  of  tax 
data.  However,  va  did  not  and  still  does  not  have  a  quality  assurance 
program  to  determine  whet  her  beneficiary  income  reporting  is  a  prob¬ 
lem.  Programs  to  which  the  act  granted  tax  data  access  had  a  quality 
assurance  program  or  some  means  to  measure  quantitatively  the  extent 
of  savings  possible. 

The  Congress  intended  that  privacy  safeguards  be  in  place  to  protect  the 
information  used  for  verification  and  that  individuals  receive  appropri¬ 
ate  notification  before  any  adverse  action  is  taken  to  reduce  or  curtail 
benefits,  the  act's  legislative  history  shows.  In  a  recent  report/  we  dis¬ 
cussed  improvements  that  federal  agencies,  including  va.  need  to  make 
in  how  they  administer  their  Privacy  Act  operations.  For  example,  fed¬ 
eral  agencies  should  systematically  assess  and  provide  for  Privacy  Act 
training  to  ensure  that  personnel  are  aware  of  the  act's  requirements 
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and  Office  of  Management  and  Budget  guidance  pertaining  to  such  func¬ 
tions  as  automating  systems  of  records  anti  conducting  computer  match¬ 
ing  programs.  If  va  is  granted  access  to  tax  data,  it  should  he  prepared  to 
demonstrate  that  it  can  comply  with  and  implement  applicable  privacy 
safeguards  before  obtaining  the  tax  data. 

The  specter  of  a  potential  harmful  effect  on  taxpayers'  voluntary  com¬ 
pliance  with  the  tax  laws  is  a  major  concern  in  considering  disclosure  of 
tax  data  for  verification  in  needs-based  entitlement  programs,  such  as 
the  va  pension  program.  We  could  find  no  relevant  data,  however,  that 
would  indicate  the  effects  of  prior  disclosures  authorized  under  t ho 
Internal  Revenue  Code  on  voluntary  tax  compliance.  Moreover,  fill's 
containing  records  on  over  80  million  recipients  of  federally  supported 
benefit  programs  are  now  matched  or  are  eligible  to  be  matched  for 
enforcement  purposes  against  third-party  tax  data  in  sna  and  tits  files  on 
earned  and  unearned  income.  We  believe,  therefore,  that  an  additional 
1.0  million  v.\  pension  records  should  1  tve  little  incremental  effect  on 
voluntary  tax  compliance  when  the  Congress  has  already  approved 
matching  of  such  a  large  number  of  records  against  third-party  tax  data 


Page  39 


(>AO  HRD-KH-24  Veterans’  Pensions 


Chapter  4 _ 

Conclusions  and  Recommendations 


Conclusions 


Significant  differences  exist  between  income  recorded  in  va  files  for  pen¬ 
sion  beneficiaries  and  taxable  income  independently  reported  under  the 
Internal  Revenue  Code  for  the  same  persons.  Currently,  \'A  is  unable  to 
identify  and  resolve  most  of  these  differences  because  it  lacks  access  to 
relevant  tax  data,  and  such  other  information  sources  as  state  wage 
data  bases  are  not  suitable  alternatives,  va  made  potential  overpay¬ 
ments  of  $  182.5  million  to  148.(i75  beneficiaries  in  1984  alone,  we  esti¬ 
mate.  Most  of  these  potential  overpayments — more  than  $157  million  to 
over  134.000  beneficiaries — would  not  have  been  detected  by  va's  sys¬ 
tem  for  self-reporting  year-end  income  because  v\  could  not  verify  the 
data  against  tax  records.  Indications  are  that  similar  conditions  existed 
before  1984  and  are  continuing. 

Allowing  va  access  to  third-party-reported  tax  data  is  the  most  efficient, 
economical,  and  minimally  intrusive  way  to  obtain  reliable,  indepen¬ 
dently  reported  information  to  verify  income  data  beneficiaries  report 
to  va.  The  use  of  tax  data  would  ( 1 )  increase  va  pension  program  effi¬ 
ciency  and  effectiveness.  (2)  result  in  monetary  benefits  (potentially 
save  millions  of  dollars  annually)  that  outweigh  significantly  the  related 
costs,  and  (3)  likely  increase  beneficiary  compliance  with  va's  income¬ 
reporting  requirements. 

We  recognize  that  there  are  concerns  about  the  potential  effects  of  vising 
tax  data  for  nontax  purposes  on  individual  taxpayer  privacy  and  on 
compliance  with  the  tax  laws.  Taxpayers  and  third  parties  have  little 
choice  in  revealing  personal  information  for  tax  administration  purposes 
because  it  is  mandated  by  law  and  subject  to  criminal  and  civil  sanc¬ 
tions.  The  dilemma  is  whether  personal  information  required  to  bo  pro¬ 
vided  for  one  purpose  should  be  used  for  other  unrelated  purposes. 
Although  ins  plans  to  conduct  a  study  to  attempt  to  determine  whether 
there  is,  or  has  been,  any  change  in  voluntary  compliance  as  a  result  of 
authorizing  entitlement  programs  access  to  tax  information  for  eligibil¬ 
ity  verification  purposes,  no  such  studies  currently  exist. 

We  believe  using  third-party  tux  information  may  have  less  potential 
impact  on  compliance  than  using  information  provided  directly  by  tax¬ 
payers.  Third-party  information  is  required  to  be  reported  for  the 
expressed  purpose  of  improving  taxpayers'  compliance  with  tax  law 
income-reporting  requirements.  Also,  selected  needs-based  benefit  pro¬ 
grams  are  currently  authorized  access  to  such  data.  If  va's  pension  pro¬ 
gram  is  given  similar  access,  we  believe  va  could  fully  comply  with  and 
implement  the  appropriate  privacy  and  data  security  safeguards. 
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Also,  improvements  in  the  current  design  of  va's  income  questionnaires 
and  accompanying  instruction  sheet  could  help  minimize  unintentional 
misreporting  by  beneficiaries  and  reduce  erroneous  payments.  We 
believe  va  should  take  advantage  of  our  observations  in  chapter  2  and 
appendix  Vli  in  redesigning  these  documents  and  pretest  them  with  a 
sample  of  respondents  before  implementing  them  program-wide.  Such 
improvements,  however,  would  neither  preclude  all  unintentional  misre¬ 
porting  nor  prevent  intentional  misreporting  by  individuals  to  obtain  a 
va  pension  and  thus  would  not  eliminate  va's  need  for  access  to  tax  data 
as  a  means  to  independently  verify  such  information. 


Recommendation  to 
the  Congress 


Given  the  potential  savings  and  the  absence  of  data  on  fiotential  adverse 
consequences  to  the  tax  system  and  taxpayer  privacy,  we  recommend 
that  the  Congress  amend  section  (>103(1x7)  of  the  Internal  Revenue 
Code  to  allow  v.\  to  access  tax  information  so  it  can  verify  the  income 
information  that  va  pension  program  beneficiaries  report,  investigate 
and  resolve  income  differences,  and  prevent  similar  recurrences.  In 
amending  the  law.  wo  suggest  the  following  wording: 

"Section  (>103(1x7)  of  the  Internal  Revenue  Code  is  amended  by: 

striking  out  the  period  at  the  end  of  subparagraph  (A)  and  adding  or 
Title  38. 1'nited  States  Code.'  thereto: 
striking  out  the  ‘and’  at  the  end  of  subparagraph  ( I>  X  vi ); 
striking  out  the  period  at  the  end  of  the  subparagraph  ( I))(  vii )  and  add¬ 
ing  and'  at  the  end  thereof;  and 

adding  the  following  new  subparagraph  ( I))(  viii ):  '( viii )  benefits  pro¬ 
vided  under  the  veterans  pension  program.’  " 


Recommendations  to 
the  Administrator  of 
Veterans  Affairs 


To  attain  better  reporting  of  beneficiary  income  and  asset  information, 
we  recommend  that  the  Administrator 

revise  va's  income  questionnaires  and  accompanying  instruction  sheet  to 
eliminate  current  design  weaknesses,  including  those  we  have  identified, 
and 

pretest  the  revised  documents  with  a  sample  of  beneficiaries  before 
program-wide  implementation  to  assure  that  the  beneficiaries  clearly 
understand  each  question  and  instruction. 
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We  requested  comments  on  a  draft  of  this  report  from  va,  iks,  and  the 
Department  of  Health  and  Human  Services  (Hits).  Their  comments  and 
our  evaluations  of  them  are  summarized  below.  Their  written  comments 
are  presented  in  full  in  appendixes  VIII,  IX,  and  X,  respectively. 

VA  Comments  and  Our  The  VA  Administrator  stated  that  va  shares  our  concerns  regarding 

Evaluation  income  verification  and  the  agency  needs  the  ability  to  verify  wages. 

interest,  and  dividends.  He  stated  also  that  va  concurs,  in  part,  with  our 
recommendation  that  its  annual  income  questionnaire  documents  be 
revised.  He  stated  that  va  would  amend  its  kvk  instruction  sheet  to 
emphasize  to  the  beneficiary  ( 1 )  the  need  to  report  accurate  income 
information,  especially  wages,  interest,  and  dividends,  and  (2)  the  legal 
penalty  for  submitting  false  information.  He  stated  also  that  va  agrees 
with  our  conclusion  that  having  a  questionnaire  designed  for  more  than 
one  type  of  respondent  creates  the  potential  for  error  (see  app.  VII,  p. 
77)  and  that  the  number  of  kvk  types  has  increased  from  9  to  1 1 . 

Regarding  our  observation  that  nearly  all  of  the  kvk's  design  problems 
are  a  direct  result  of  va's  attempt  to  limit  its  length  to  a  single  letter¬ 
sized  sheet  printed  on  both  sides  (see  app.  VII,  p.  79,  and  fig.  VII. 3).  the 
va  Administrator  pointed  out  that,  when  the  kvk  was  being  designed.  v\ 
considered  using  a  multiple-page  form  (and  an  address  label),  which 
would  have  permitted  larger  type  and  had  a  less  cluttered  appearance. 
va  rejected  the  approach  because  it  would  have  required  using  printed 
forms  without  the  veteran’s  claim  number  or  the  mailing  address  of  the 
va  regional  office,  va  believed  that  beneficiaries  could  not  be  relied  upon 
to  affix  a  preprinted  address  label  to  the  form  or  accurately  provide  the 
claim  number  and  address  information,  va  felt  that  many  kvk  forms 
would  be  misrouted,  processing  delays  would  occur,  and  pension 
accounts  would  go  into  suspense  erroneously. 

Instead,  va  chose  to  generate  the  kvks  on  its  laser  printer  (at  its  Hines, 
Illinois,  computer  center,  according  to  va  officials)  that  is  programmed 
to  print  the  claim  number  and  regional  office  address  on  the  kvk  as  the 
form  itself  is  printed.  This  and  the  furnished  window  envelope,  accord¬ 
ing  to  va,  ensure  prompt  return  and  expeditious  processing.  But  using 
the  laser  printer,  va  stated,  restricts  the  kvk  to  a  one-page  (two-sided 
single  sheet)  form.  Thus,  va  believes  it  is  in  the  beneficiaries'  best  inter¬ 
ests  to  continue  using  the  laser-printed,  one-page  form,  although  va 
agreed  to  review  each  question  to  determine  if  it  can  be  improved. 
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We  believo  that  va’s  desired  laser  printing  of  the  claim  number  and 
regional  office  return  address  on  the  front  side  of  the  kvk  is  not  an  insur¬ 
mountable  barrier  to  further  improving  its  clarity.  For  example,  va  could 
consider  using  a  legal-size  (8-1/2”  X  14”)  form  printed  on  both  sides  or 
stapling  a  preprinted  letter-size  continuation  sheet  to  a  laser-printed 
first  sheet.  Either  option  would  allow  va  additional  space  to  simplify 
questions,  more  clearly  define  terms,  enlarge  type  size,  and  provide  a 
less  cluttered  format — toward  the  goal  of  increasing  va’s  likelihood  of 
obtaining  more  accurate  responses  from  pension  beneficiaries. 

\A  does  not  concur  with  our  recommendation  that  it  pretest  any  revised 
kvk  documents  with  a  sample  of  participants  before  using  them  nation¬ 
wide.  va  stated  that,  while  pretesting  does  have  merit,  doing  so  would 
not  significantly  improve  beneficiary  reporting.  The  main  cause  of  over¬ 
payments.  according  to  va,  is  client  failure  to  report  wages,  interest,  and 
dividends.  \a  said  that  the  related  kvk  questions  are  “quite  simple  and 
uncluttered.”  Rather  than  improve  form  design,  va  believes  it  needs  the 
ability  to  verify  wages,  interest,  and  dividends. 

As  we  point  out  in  chapter  2  and  appendix  VII,  pretesting  is  a  standard 
practice  in  survey  research  and  is  an  accepted  quality  assurance  process 
that  can  be  used  to  quickly  determine  whether  respondents  understand 
the  questions  presented  and  can  accurately  respond  to  them  with  a  mini¬ 
mum  of  effort.  We  continue  to  believe  that  va  should  pretest  the  kvk 
documents  in  view  of  its  reliance  on  those  documents  for  critical  infor¬ 
mation  needed  to  administer  this  program. 

va  also  furnished  technical  comments  on  the  report  text,  and  they  were 
considered  in  finalizing  the  report  . 


The  Commissioner  of  Internal  Revenue  stated  that  our  recommended 
revision  to  the  Internal  Revenue  Code  to  authorize  the  va  pension  pro¬ 
gram  access  to  tax  data  is  unwise  and  inappropriate.  The  confidentiality 
of  tax  information,  he  stated,  is  a  prerequisite  to  preserving  the  tax  sys¬ 
tem’s  integrity,  and  using  tax  information  for  nontax  purposes  could 
compromise  that  integrity. 

The  Commissioner  also  stated  that  this  report  and  an  earlier  uao  report' 
noted  weaknesses  within  va’s  automated  data  processing  (API*)  systems, 
such  that  disclosing  tax  data  to  va  would  pose  safeguard  problems.  He 
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stated  that,  since  a  computer  matching  program  is  the  only  avenue  for 
providing  tax  data  to  va  for  its  pension  program,  deficient  computer 
operations  would  adversely  affect  safeguarding  of  tax  data. 

The  Commissioner  pointed  out  that  va's  adr  system,  for  the  most  part,  is 
segmented  with  various  computer  centers  utilizing  different  access  sys¬ 
tems.  These  systems,  he  stated,  can  further  be  accessed  by  a  total  of  732 
processing  centers,  thus  creating  hazards  for  inadvertent  disclosures  by 
those  processing  centers.  Several  magnetic  tapes  would  also  be  dupli¬ 
cated.  he  stated,  creating  monumental  oversight  problems  for  the  offices 
involved.  As  further  support  for  irs’  position,  the  Commissioner  cited 
our  statement  in  chapter  3  that  va  “.  .  .  still  does  not  have  a  quality 
assurance  program  to  determine  whether  beneficiary  income  reporting 
is  a  problem." 

We  disagree  with  irs'  position  and  its  characterization  of  va's  data- 
safeguarding  capabilities,  including  how  va  would  control  and  use  the 
tax  data  it  would  receive  from  irs  and  ssa  through  computer  matching. 

Nothing  in  our  report  was  meant  to  imply  that  va  was  or  is  incapable  of 
properly  safeguarding  the  tax  data  it  would  access  under  our  proposal. 
We  point  out.  on  page  38,  that  va  officials  could  foresee  no  problems  in 
meeting  the  Internal  Revenue  Code  safeguarding  requirements  and  that, 
traditionally,  va  has  processed  and  safeguarded  much  sensitive  personal 
data  in  its  medical,  compensation,  pension,  education,  and  similar 
programs. 

Moreover,  va’s  computer  matching  of  tax  data  with  its  compensation 
and  pension  master  data  files  would  be  done  off-line,  similar  to  our  dem¬ 
onstration  match  and  the  va  Inspector  General's  computer  matches  with 
state  wage  data.  Income  information  from  the  tax  databases  would  not 
be  entered  into  an  individual  beneficiary’s  automated  pension  record 
and  would  not,  therefore,  be  accessible  by  other  system  users  until  va 
had  verified  it  with  the  beneficiary  and/or  the  third-party  payer.  Once 
verified,  the  income  information  would  no  longer  be  considered  as  tax 
data.  Thus,  the  confidentiality  of  the  tax  data  va  accesses  would  be 
maintained  throughout  the  matching  and  verification  process. 

Our  report  discussion  of  va’s  current  use  of  year-end  questionnaire  data 
was  misinterpreted  by  irs  to  indicate  that  va’s  inability  to  effectively  use 
the  information  it  now  receives  further  argues  against  furnishing  va 
with  even  more  information.  This  conclusion  was  based  on  our  report 
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information  that  va.  using  its  current  year-end  self-reporting  question¬ 
naires,  would  have  been  able  to  identify  and  act  on  only  $253  million  in 
potential  overpayments  (for  1984).  This  discussion  was  not  intended  to 
indicate  that  va  was  not  effectively  using  available  information. 

Rather,  it  was  intended  to  show  that  ya’s  self-reporting  process  dot's 
identify  some  but  not  all  overpayments,  and  va  adjusts  ongoing  benefit 
payments  using  income  and  net  worth  data  that  beneficiaries  do  report 
Using  the  results  of  our  demonstration  match  of  va  and  tax  data,  how¬ 
ever,  we  estimated  that  v.Vs  self-reporting  process  was  yielding  only 
about  10  percent  of  the  accurate  data  it  would  have  needed  to  identify 
and  act  on  all  potential  overpayments. 

IRS  also  notes  that  our  recommending  that  va  improve  its  self-reporting 
questionnaire's  will  make  more  accurate  income  information  available  to 
va  and  negate  ya's  need  for  access  to  tax  data.  We  agree  that  improving 
the  questionnaire  should  help  increase  the  accuracy  of  client-reported 
data,  but  we  do  not  believe  that  this  would  substitute  for  v.Vs  indepen¬ 
dently  verifying  beneficiary-reported  data  using  third-party-reported 
tax  data. 

Without  the  use  of  tax  data,  va's  pension  program  will  continue  to  have 
a  significant  internal  control  weakness — reliance  on  self-reported 
income  data  from  pensioners.  Improving  the  questionnaire  will  not  pre¬ 
vent  persons  from  deliberately  not  reporting  or  misreporting  their 
incomes  in  order  to  obtain  pension  benefits. 

ins  also  questioned  our  recommended  disclosure  of  tax  data  to  va 
because  the  potential  savings  we  cite  may  be  overestimated  and  the 
costs  of  investigating  income  discrepancies  and  safeguarding  tax  infor¬ 
mation  are  not  included  in  our  cost  estimates.  Further,  irs  stated  that 
our  cost-benefit  analysis  was  based  on  generalized  revenue  potent  ials 
and  failed  to  account  for  the  possible  effects  of  tax  data  disclosure  on 
voluntary  compliance  with  the  tax  laws  and.  ultimately,  on  tax 
revenues. 

We  disagree  with  irs'  assessment.  We  believe  the  benefits  or  savings  for 
va  are  likely  to  be  higher  than  our  $157  million  estimate  because  of  the 
conservative  methodology  we  used  in  estimating  potential  overpay¬ 
ments  (see  app.  V,  p.  62).  Also,  our  cost  estimates  were  portrayed  as  a 
range  and  would  depend  upon  the  type  and  number  of  pension  cases  va 
would  decide  to  adjudicate  through  direct  contact  with  beneficiaries  and 
third-party  payers  of  earned  and  unearned  income.  Investigative  and 
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related  prosecutorial  costs  would  be  incurred  only  where  va  susjicctcd. 
based  on  its  adjudication  efforts,  that  fraud  was  present  in  a  sfiecific 
ease.  We  believe  such  cases  would  bo  the  exception  rather  than  the  gen¬ 
eral  rule,  but  cannot  reliably  estimate  such  costs.  As  pointed  out  previ¬ 
ously.  va  has  already  had  considerable  experience  safeguarding 
sensitive  personal  data.  and.  based  on  discussions  with  v.\  officials,  the 
incremental  costs  of  adequately  safeguarding  the  tax  data  should  be 
minimal. 

Also,  our  analysis  ((‘cognizes  the  possibility  that  disclosure  of  tax  data 
for  nontax  pur|x>ses  could  have  an  effect  on  taxpayer  voluntary  compli¬ 
ance  and  tax  revenues.  As  we  point  out  in  chapter  3.  however,  no  empir¬ 
ical  evidence*  currently  exists  on  what  the  effects  might  be.  In  this 
regard,  iks  questioned  our  draft  report  statement  that  there  were  no 
studies  existing  or  underway  on  the  effects  of  disclosures  for  nontax 
purposes,  iks  jneinted  out  that  its  Research  Division  is  now  developing 
plans  to  conduct  a  study  to  "determine  what  empirical  effect  disclosure 
for  verification  of  needs-based  prog  a  ms  would  have  on  compliance 
with  the  tax  laws."  and  will  seek  <;.\<>'s  input  to  that  effort,  ms  believes 
that  its  planned  study  should  be  completed  before  any  consideration  is 
given  to  further  amending  the  Internal  Revenue  Cotie  to  grant  tax  data 
access  authority  to  the  v.\  pension  program. 

We  have  modified  our  rej>ort  text  to  recognize  iks'  planned  study,  and 
agreed  to  review  the  study  design  and  provide  iks  with  our  observations. 
iks  estimates,  however,  that  the  study  may  take  2  years  or  more  to  com¬ 
plete.  In  view  of  the  substantial  amount  of  dollars  in  va  pension  over¬ 
payments  that  might  go  undetected  and  unrecovered  pending  the 
planned  study’s  completion — the  results  of  which  may  prove  inconclu¬ 
sive — we  believe  congressional  consideration  of  our  recommendation  to 
authorize  the  va  pension  program  access  to  tax  data  should  proceed.  As 
we  point  out  in  chapter  3,  the  Congress  has  already  approved  the  match¬ 
ing  of  over  SO  million  records  with  tax  data;  an  additional  l.t>  million 
records  verified  by  va  using  tax  data  would  appear  to  have  little  incre¬ 
mental  effect  on  voluntary  tax  compliance. 


HHS  Comments  Hits  commented  that  the  Executive  Branch  is  currently  reviewing  our 

recommendation  to  amend  the  Internal  Revenue  Code  to  allow  tin*  va 
pension  program  access  to  tax  data. 
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COMMITTEE  ON  VETERANS  AFFAIRS 
WASHINGTON.  DC  20610 


September  10,  1 98S 


The  Honorable  Charles  A.  Bowsher 
Comptroller  Gereral  of  the  Or i ted  States 
M.  S.  General  Acc  jr.tlr.g  Office 
<441  1.  Street,  N.W. 

Washington,  0 . C .  ?0S<4.R 

Dear  .  Bowsher : 

The  Human  Resources  Division  of  the  General  Accounting 
Office  (GAO)  irformed  me  that  as  of  February  1934,  it  has 
idertified,  and  the  Veterans'  Admin i strat  ion  (VA)  has 
confirmed,  ?37  cases  of  VA  persior  overpayments  of 
approximately  $1  million  in  the  Philadelphia  metropolitan  area 
because  of  un reported  earned  income.  The  Veterans' 
Administration  Office  of  the  Inspector  General  has  also 
identified  several  million  dollars  in  per.sion.  overpayments  in. 
Georgia  an  d  Florida  because  of  m  i  sr  epor  t  i  n.g  of  income  by 
persior.  recipients.  In:  light  of  this  preliminary  information 
supplied  to  me,  I  am  requesting  you  to  ur.dertake  a  ore-time 
demonstration-  study  at  the  rational  level,  to  assess  the 
operation  of  two  programs  involving  veteran. s'  ber.efits--the 
Veterans’  Administration  needs-based  persior.  program  and  the 
Veterans’  Admi  r.  i  strat  ior.  individual  unemp  1  oy  ab  i  1  i  t  y  (Code  18) 
comper.  sa  t  i  or.  program. 

The  VA  persior.  program  provides  benefits  to  eligible 
wartime  veterar.s  and  to  such  veterans'  surviving  spouses  and 
minor  children.  Pension  eligibility  is  based  on  the  veteran’s 
permanent  and  total  disability,  which  is  not  traceable  to 
service,  ar.d  the  service  requirement 5  an. a  income  criteria 
established  by  title  38  U.S.C.  The  Drogram  is  designed  to 
provide  a  minimum  level  of  income  tc  eligible  ber.e  f  i  c  i  ar  i  es 
based  ir.  large  part,  or.  financial  need,  as  determined  by  the 
beneficiary's  report  of  income  and  assets  to  the  VA.  The  VA 
individual  unemployability  compensation  program  provides  for 
the  award  of  a  total  disability  rating  for  compensation 
benefits  where  the  veteran's  schedular  rating  is  less  thar 
total,  but  the  veteran  is  unable  to  secure  or  follow  a 
substantially  gainful  occupation  as  a  result  of  service- 
connected  disabilities.  Thus,  changes  in  a  veteran's 
employment  status  has  direct  bearing  or  a  total  disability 
rating  based  or;  unemployability. 


Bititd  States  Senate 


Pa#*1  4H 


(i.VO  HRD-HH-24  Veterans’  Pensions 


Appendix  I 

Letter  Dated  September  10, 1985,  From  the 
Chairman,  Senate  Committee  on  Veterans' 
Affairs,  to  the  Comptroller  General 


The  Honorable  Charles  A.  Bowsher 
September  10,  1985 
Page  2 


Ir  conducting  this  study,  I  request  you  to  include  all  V A 
per.sior  law  programs,  ar.d  the  entire  universe  of  VA  pension 
and  Code  18  recipients,  taking  into  consideration,  however, 
the  statutory  charges  made  by  P.L,  98-5V3,  which  added  new 
trial-work  period  pilot  projects  and  which  may  have  ar.  impact 
or.  this  study.  I  also  request  GAO  to  corsider  all  forms  of 
earned  and  unearned  income  which  have  beer,  reported  to  the 
Internal  Reverue  Service.  I  recognize  that  the  best  source 
Cor  obtairirg  this  data  is  tax  information  held  by  the 
Internal  Revenue  Service.  I  further  recognize  that  the 
Internal  Reverue  Code  restricts  the  c i r cums t an.ces  under  which 
the  IRS  may  disclose  this  ir- format ion.  (Code  sec.  6103).  Under 
the  Code,  disclosure  is  now  permitted  to  many  other  agencies, 
but  rot  to  the  Veterans’  Administration,  for  use  in.  auditing 
programs  adm  in.  i  s  t  er  ed  by  them.  GAO  generally  may  access  tax 
information  for  its  audits  only  to  the  extent  that  the  agency 
being  audited  may  do  so.  Since  tax  ir. formation  is  rot 
available  to  the  VA  to  use  in,  administering  these  programs  ar.d 
thereby  to  GAO,  I  am  requesting  the  Chief  of  Staff  of  the 
Joint  Committee  or.  Taxatior,  to  designate  GAO  as  ar.  agent  of 
that  Committee  for  purposes  of  cor. ducting  this  study.  Tax 
information  used  by  GAO  for  this  purpose  will  be  subject  to 
all  restr ict ior.s  on.  disclosure  that  apply  to  other  0A0  studies 
conducted  as  agent  of  the  Joint  Committee. 

Finally,  in.  requesting  this  study,  my  goals  are  to 
preserve  the  integrity  and  legislative  intent  of  these 
important  programs  by  ascertaining  whether  recipients  are 
receiving  the  benefits  to  which  they  are  eligible,  as  well  as 
protecting  the  privacy  considerations  of  all  those  recipients 
who  are  eligible  for  these  VA  benefits.  I  believe  the 
methodology  proposed  by  GAO  for  this  study  will  achieve  these 
goals  through  the  use  of  procedures  which  are  currently 
available  to  other  federal  agencies. 

Sincerely , 

Frank  H.  Murk6wski 

Chairman 

Enclosure 
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United  States  Senate 


COMMITTEE  ON  VETERANS  AFFAIRS 
WASHINGTON.  DC  20610 


I 

September  10,  1985 


David  H.  Brockway,  Esq. 

Chief  of  Staff 

Joint  Committee  on  Taxation 

1015  Longworth  House  Office  Building 

Washington,  D.C.  20515 

Dear  Mr.  Brockway: 

The  General  Accounting  Office  (CA0)  has  supplied  me  with 
preliminary  Information  which  identified  significant 
overpayments  of  Veterans’  Administration  (VA)  pension  benefits 
in  the  Philadelphia  metropolitan  area,  based  on  a  computer 
match  of  state  wage  files.  As  of  February  1 98** ,  GAO 
identified,  and  the  VA  confirmed,  237  cases  of  pension 
overpayments  of  approximately  $1  million  because  of  unreported 
earned  income.  The  VA  Office  of  the  Inspector  General  has 
also  identified  several  million  dollars  in  pension 
overpayments  in  Georgia  and  Florida  because  of  misreporting  of 
Income  by  pension  recipients.  In  light  of  this  information,  I 
have  requested  GAO  to  conduct  a  one-time  demonstration  study 
at  the  national  level  to  assess  the  operation  of  two  programs 
involving  veterans'  benef its--the  Veterans'  Administration 
needs-based  pension  program  and  the  Veterans'  Administration 
individual  unemployability  compensation  program.  A  copy  of  my 
letter  requesting  this  work  and  summarizing  these  programs  is 
enclosed . 

GAO  informs  me  that  the  best  source  for  obtaining  the 
data  needed  to  complete  this  project  is  tax  information  held 
by  the  Internal  Revenue  Service.  I  recognize  that  the 
Internal  Revenue  Code  restricts  the  circumstances  under  which 
IRS  may  disclose  tax  information  (Code  sec.  6103).  Under  the 
Code,  disclosure  is  permitted  to/many  agencies,  but  not  to  the 
Veterans'  Administration,  for  use  in  auditing  programs 
administered  by  them.  The  GAO  generally  may  access  tax 
information  for  its  audits  only  to  the  extent  that  the  agency 
being  audited  may  do  so. 

Since  tax  information  is  not  available  to  the  VA  for  use 
in  administering  these  programs,  GAO  may  not,  on  its  own, 
access  such  information.  To  enable  GAO  to  complete  this 
project,  I  am  requesting  that  you  designate  GAO  as  an  agent  of 
the  Joint  Committee  on  Taxation  pursuant  to  Code  section 
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David  H.  Brockway,  Esq. 
September  10,  1985 
Page  2 


6 1 03 1  f )  ( it)  (  A)  .  I  understand  that  tax  information  used  by  GAO 
in  this  project  will  be  subject  to  all  restrictions  on 
disclosure  that  apply  to  other  GAO  studies  conducted  as  agents 
of  the  Joint  Committee. 


By  requesting  this  study,  my  goals  are  to  preserve  the 
integrity  and  intent  of  these  important  programs  administered 
by  the  VA  by  ascertaining,  on  the  national  level,  whether 
recipients  are  receiving  the  benefits  for  which  they  are 
eligible,  while  at  the  same  time,  protecting  individual 
privacy  rights  of  all  recipients  eligible  for  these  VA 
benefits. 


Sincerely 


Murkotvski 


Chairman 


Enclosure 
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Congress  of  tfje  Uniteb  fttatrs 

joint  Committee  on  Taxation 
to  IB  LOWGWORTH  HOUSE  OFFICE  BUILDING 

■affjington.  SC  20515 
'-fa  !  3  1386 
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Honorable  Charles  A.  Bovsher 
Comptroller  General  of  the  United  States 
441  G  St  reet ,  N.W. 

Washington,  O.C.  20648 

Dear  Mr.  Bovsher: 

The  Joint  Committee  on  Taxation,  pursuant  to  section 
6103(f)(4)  of  the  Internal  Revenue  Code  of  1964,  as  amended, 
requests  the  General  Accounting  Office  to  evaluate  the 
accuracy  of  income  reporting  required  of  recipients  of 
pension  payments  under  the  Veterans'  Administration 
needs-based  pension  program  and  individual  unemployabi 1 i r y 
compensation  program.  Senator  Frank  Murkovski,  Chairman  of 
the  Senate  Committee  on  Veterans'  Affairs,  previously  has 
requested  you  to  conduct  this  evaluation  and  has  requested  my 
cooperation  in  enabling  you  to  use  tax  information  as  part  of 
your  work.  A  copy  of  Senator  Murkovski 's  letters  to  me  and 
to  GAO  are  enclosed. 

The  VA  programs  to  be  evaluated  provide  needs-based 
payments  to  veterans  vho  suffer  from  non  service  connected 
disabilities.  As  a  condition  of  receiving  these  pension 
payments,  veterans  must  report  their  income  annually  'o  the 
VA.  GAO  has  informed  me  that  the  best  source  for  determining 
the  accuracy  of  these  income  reports  is  tax  information. 

Under  the  Internal  Revenue  Code,  except  vhen  acting  as  agent 
of  the  Congressional  tax-vriting  committees,  GAO  has  access 
to  tax  information  for  purposes  of  auditing  a  Federal  program 
only  if  the  agency  administering  the  program  has  such  access. 
The  VA  does  not  have  access  to  tax  information. 

I  expect  that  your  designated  representatives  vill  have 
access  only  to  such  tax  information  as  is  necessary  to 
evaluate  the  accuracy  of  income  reported  by  recipients  of 
pension  payments  under  these  VA  programs.  Because  of  the 
interest  of  other  committees,  including  the  Senate  Committee 
on  Veterans'  Affairs,  in  this  subject,  I  anticipate  that  you 
vill  be  asked  to  brief  other  committees  on  the  progress  of 
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to  the  Comptroller  (ieneral 


Congrtsa  of  tf)t  ®nittb  States 


Joint  Committee  on  Taxation 

RUitington,  9.C.  20515 


Honorable  Charles  A.  Bowsher 
Washington,  D.C.  20548 

Page  Two 


your  work.  I  do  not  object  to  such  briefings;  however,  I 
would  like  to  be  notified  in  advance  as  to  the  nature  and 
time  of  all  such  briefings  and  be  given  an  opportunity  to 
attend.  (Of  course,  these  discussions  may  not  involve  any 
disclosure  of  tax  returns  or  return  information.) 

Sincere2y, 


C 


Enclosures 
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YA  Income  and  Expense  Criteria  for  Calculating 
Pension  Payments  (1984) 


Pension  law 
Improved  law: 

Countable  income 


Countable 

expenses 

Section  306: 

Countable  income 


Countable 

expenses 

Old  law: 

Countable  income 


Countable 

expenses 


_ Income  and  expense  criteria _ 

Veteran/widow  Spouse  Children 


All  sources1'  All  sources  All  sources  (less 

earnings  under 
$3,300) 

Unreimbursed  medical  expenses  in  excess  of  5  percent  of  the 
guaranteed  annual  pension  payment  amount 


All  sources,  less  10 
percent  of  social 
security  and 
retirement 


All  sources  less  (a)  10  None 
percent  of  social 
security  and 
retirement,  and  (b) 
the  greater  of  $1 .998 
or  earnings 


Unreimbursed  medical  expenses  in  excess  of  5  percent  of  total 
income 


All  sources,  less  10  None  None 

percent  of  social 

security  and 

retirement  (excluding 

railroad  retirement) 

Medical  expenses  considered  excessive" 


'All  sources  include  earnings,  social  security  benefits,  retirement,  and  other  (including  interest  and  divi 
dends) 
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Objective,  Scope,  and  Methodology 


Objective  and  Scope 


As  requested  by  the  then  Chairman  (now  Ranking  Minority  Member)  of 
the  Senate  Veterans'  Affairs  Committee  on  September  10.  1985  (see 
app.  I),  we  undertook  a  one-time  review  to  ascertain  nationwide  t he 
accuracy  of  income  reporting  and  possible  resultant  payment  error  in 
ya’s  nonservice-connected  disability  pension  program.  In  requesting  this 
review,  the  former  Chairman  cited  previous  <;a<>  and  va  Inspector  Gen¬ 
eral  reviews  in  certain  geographic  areas  that  questioned  the  program's 
payment  integrity. 

To  accomplish  this  objective,  we  were  authorized  access  to  federal  tax 
data  so  we  could  independently  verify  the  accuracy  of  beneficiary- 
reported  income  and  estimate  the  extent  of  erroneous  payments.  As  the 
va  pension  program  is  not  authorized  access  to  tax  data  under  the  Inter¬ 
nal  Revenue  Code,  by  law  <;ao  does  not  routinely  have  access  to  tax  data 
for  purposes  of  auditing  that  program.  Titus,  the  then  Chairman  of  the 
Senate  Veterans’  Affairs  Committee  requested  the  Chief  of  Staff  of  the 
.Joint  Committee  on  Taxation  to  authorize  our  access  to  tax  data  as  an 
agent  of  that  committee  under  section  (il03(fX4XA)  of  the  Internal  Rev¬ 
enue  Code  (see  app.  II ).  In  granting  us  this  authority  for  the  project,  the 
committee's  Chief  of  Staff  stressed  that  disclosure  of  any  individual  tax 
information  is  prohibited  by  section  (>103  (see  app.  III). 

Because  of  this  disclosure  limitation,  any  potential  erroneous  pension 
payments  we  identified  using  tax  data  could  not  be  referred  to  va  for 
adjudication  and  resolution.  Rather,  we  were  restricted  to  matching  and 
analyzing  computerized  data  obtained  from  va  and  tax  databases  and 
depicting  our  results  so  as  to  avoid  any  disclosure  of  individual  tax 
returns  and  return  information. 


Methodology 


We  initially  focused  on  accessing  the  three  relevant  databases — the 
master  compensation  and  pension  record  file,  the  Information  Returns 
Program  file,  and  the  earnings  reference  file — maintained  by  va,  iks,  and 
ssa,  respectively,  containing  calendar  year  1984  data.  We  designed  this 
phase  of  our  study  to  parallel,  lo  the  extent  possible,  the  tax  access  pro¬ 
cedures  recently  established  for  other  needs-based  programs  by  dkkra. 
Essentially,  those  procedures  allow  programs  to  access  ssa's  earned 
income  tax  data  and  iks’  unearned  income  tax  data  and  require  privacy 
protection  safeguards  as  wel*  as  the  provision  of  due  process. 

After  obtaining  1984  tax  data  and  linking  it  with  November  1984  va 
pension  beneficiary  records,  we  performed  three  different  levels  of  anal¬ 
ysis,  each  designed  to  enhance  the  study  results: 
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Accounting  for  VA  Records 
Used  in  Computer  Match 


Level  I.  We  measured  the  differences  between  beneficiaries’  estimates  of 
income  recorded  in  1984  va  pension  records  and  third-party-reported 
1984  income  in  the  tax  databases. 

Level  II.  We  estimated  the  effect  of  the  differences  on  va  pension 
payments. 

Level  III.  We  randomly  tested  original  file  copy  records  submitted  by  \:\ 
pension  beneficiaries  to  validate  whether  the  data  contained  in  va's  com¬ 
puterized  master  records  were  accurate. 

We  undertook  the  level  III  analysis  largely  because  we  were  restricted 
from  referring  the  potential  overpayment  cases  to  va  for  investigation 
and  resolution.  (See  fig.  V.l  for  a  flow  chart  of  our  matching  and  data 
analysis  process.)  At  no  time  during  or  as  a  result  of  this  study  were 
benefit  payments  adjusted  or  beneficiaries,  employers,  or  payers  of 
income  contacted.  Such  actions  would  be  appropriate  only  if  the  va  pen¬ 
sion  program  were  granted  access  to  tax  data. 


va  maintains  a  computerized  current  monthly  compensation  and  pension 
master  record  used  to  identify  and  manage  all  active  cases.  The  purpose 
of  our  study  was  to  validate  pension  payments  made  to  veterans,  sur¬ 
viving  spouses,  and  their  dependent  children.  However,  we  did  not 
include  va  cases  of  surviving  dependent  children  who  on  their  own 
behalf  receive  pension  payments.  These  totaled  92,359  as  of  September 
1984.  We  duplicated  va’s  November  1984  compensation  and  pension 
master  record  containing  1,569,087  cases. 

Subsequently,  we  excluded  44.203  cases  involving  payments  under  the 
parents’  dependency  and  indemnity  compensation  program.  We  also 
excluded  82,829  cases  involving  compensation  at  the  100-percent- 
disabled  rate  due  to  individual  unemployability,  since  va  applies  unique 
income  eligibility  rules  to  these  benefit  payments.  These  latter  cases 
were  the  subject  of  a  separate  gao  report1  also  requested  by  the  then 
Chairman,  Senate  Committee  on  Veterans’  Affairs,  in  his  letter  of  Sep¬ 
tember  10,  1985  (see  app.  I). 

To  further  refine  the  duplicate  va  computerized  master  record,  we 
excluded  14,556  pension  cases  having  no  ssn  identifiers;  27,801  cases  for 
which  va  had  already  posted  1985  estimated  income  data,  thereby 
superseding  the  comparable  1984  income  data;  and  3  cases  for  which 


1  Veterans  IJenefits:  Improving  the  Integrity  of  VAs  I  nemnlovabilitv  Compensation  Program 
(GAO/HRD-87-62,  Sept.  21.  1P87)  *  * 
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the  applicable  pension  program  could  not  be  identified.  Thus,  our  dupli¬ 
cate  and  refined  copy  of  va’s  November  1984  master  record  contained 
1 ,399,695  pension  cases,  which  we  matched  against  IRS  and  ssa  comput¬ 
erized  tax  data  files  for  calendar  year  1984.  This  process  identified 
697,813  va  pension  cases  with  income  as  reported  to  ins  or  ssa  by  third 
parties.  The  balance  of  701,882  pension  cases  had  no  recorded  income  in 
the  tax  data  files  lor  1984. 

For  the  697,813  pension  cases  with  1984  tax  data  (earned  or  unearned 
income;,  we  compared  the  income  data  in  the  tax  files  with  the  income 
data  shown  in  va’s  master  record  and  found  23,012  cases  in  which  the 
income  entries  were  identical.  These  cases  we  excluded  from  further- 
analysis  together  with  215,507  cases  with  income  variances  between  va 
and  tax  data  of  under  $100.  We  conservatively  chose  a  $100  income 
variance  for  each  pension  case  as  a  buffer  zone  for  purposes  of  our  dem¬ 
onstration  review,  below  which  we  did  not  calculate  potential  overpay¬ 
ments.  This  left  us  with  459.294  pension  cases  with  income  variances  of 
$100  or  more.  We  performed  several  error/edit  checks  on  the  va  and  ssa 
computerized  records  and  excluded  an  additional  17,200  cases  from  fur¬ 
ther  analysis  efforts  because  of  identified  ssa  posting  errors,  or  no 
matching  ssns  or  surnames  in  the  ssa  files. 

For  all  other  va  pension  cases  (442,094 )  with  income  variances  of  $100 
or  more  between  va  and  tax  records,  we  recomputed  the  va  pension 
amounts,  using  the  income  data  recorded  in  the  tax  records.  As  a  result, 
in  293,381  pension  cases,  use  of  the  tax  data  income  had  no  overpay¬ 
ment  effect,  primarily  due  to  excludable  income  amounts  and  countable 
medical  expenses,  while  148.675  showed  potential  overpayments.  (See 
fig.  V.2  for  an  illustration  of  the  records  obtained,  created,  and  excluded 
in  our  match  process.) 
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Figure  V.2:  Records  Obtained, 
Created,  and  Excluded  in  Match 
Process 
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VA  Records  The  va  master  compensation  and  pension  record  contains  all  pertinent 

data  used  to  make  monthly  payments  to  active  beneficiaries.  Income 
data  shown  in  this  record  are  reported  by  the  beneficiary  and  include  an 
estimate  of  income  expected  over  the  next  12-month  period  and  a  state¬ 
ment  of  actual  income  received  over  the  preceding  12-month  period.  \  \ 
updates  a  beneficiary’s  expected  income  vising  data  obtained  from  an 
annual  income  questionnaire  or  whenever  the  beneficiary  notifies  v\  of 
income  changes.  The  income  questionnaire  also  requires  the  beneficiary 
to  report  actual  prior  year  income  as  well  .is  the  next  year's  estimated 
income.  Actual  incomes  are  recorded  as  historical  data  in  the  va  master 
record  and  used  only  to  adjust  pension  payments  retroactively  if  the 
income  amount  differs  from  the  previously  reported  estimate  of  income 
for  that  same  period. 

The  calendar  year  1984  va  income  reporting  cycle  ended  in  November 
1984,  va  officials  advised  us.  and  that  month’s  record  contained  the  last 
complete  details  of  1984  income  estimates  va  used  for  pension  payment 
calculations.  Estimates  of  income  submitted  by  pension  beneficiaries  are 
recorded  in  the  va  master  compensation  and  pension  record  as  follows: 

( 1 )  earnings:  (2)  social  security  benefits:  (3)  retirement:  and  (4)  other, 
which  includes  unearned  income  such  as  interest  and  dividends.  With 
the  exception  of  social  security  benefits,  we  matched  the  other  three  cat¬ 
egories  of  income  on  va  records  with  corresponding  income  obtained 
from  tax  records.  Since  va  systematically  exchanges  data  with  ss.\  to 
adjust  benefits  to  reflect  cost-of-living  adjustments  in  social  security 
benefits,  we  assumed  the  information  was  accurately  recorded  in  va 
records  and  excluded  social  security  benefits  from  our  match. 


Tax  Records  Third-party  tax  data  are  year-end  statements  of  income  filed  by  employ¬ 

ers,  banks,  companies,  and  other  payers.  Those  documents  are  used  by 
ins  primarily  as  an  enforcement  tool  for  auditing  income  reported  on 
individual  tax  returns  and  by  ssa  for  posting  to  individual  earnings 
accounts  for  purposes  of  calculating  social  security  benefits. 

For  all  November  1984  v.\  pension  beneficiaries,  we  accessed  1984 
unearned  income  housed  in  iks’  Information  Returns  Program  file.  This 
consisted  primarily  of  data  from  the  iks  form  1099  series  of  information 
returns.  To  insure  that  our  study  results  were  conservative,  we  used 
only  unearned  income  data  reported  on  forms  1099 — interest  income, 
dividends,  and  distributions — in  matching  against  "other"  income  in 
va's  master  records.  For  study  purposes,  we  excluded  all  other  third- 
party  reports,  such  as  forms  1099.  Miscellaneous  Income,  showing  rents. 
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royalties,  prizes,  and  awards,  because  such  income  may  be  nonrecurring 
or  difficult  to  estimate  or  account  for  by  va  pension  beneficiaries.  Also, 
we  excluded  data  from  other  types  of  forms  t099  depicting  proceeds 
from  brokers,  total  distributions  from  retirement  plans,  and  gambling 
winnings.  These  exclusions  represented  about  27  percent  of  the  total 
amount  of  1984  unearned  income  we  identified  on  ms  records  as  having 
been  received  by  va  pension  beneficiaries.  Excluding  these  unearned 
income  reports  from  our  match  had  the  effect  of  understating  our  esti¬ 
mates  of  potential  overpayments.  Hut  excluding  the  reports  also  would 
tend  to  inflate  underpayments,  which  is  why  we  did  not  attempt  to  esti¬ 
mate  the  possible  extent  of  underpayments. 


ssa  annually  receives  Wage  and  Tax  Statements  (ms  form  W-2)  and 
Statements  for  Recipients  of  Annuities.  Pensions.  Retired  Pay  or  IRA 
[Individual  Retirement  Account |  Payments  (tits  form  W-2P)  for  use  in 
posting  to  its  earnings  records.  Third-party  payers  submit  these  forms 
to  ska  identifying  such  income  sources  as  wages,  pensions,  and  agricul¬ 
tural  income.  One  exception  to  third-party  reporting,  self-employment 
(st;)  income,  is  reported  by  taxpayers  to  tus  on  schedule  sk.  form  1940. 
ms  then  submits  the  data  to  ssa  for  posting  to  individual  earnings 
records. 


We  ac  cessed  calendar  year  1984  earnings  data  in  ssa  files  for  November 
1984  va  pension  beneficiaries.  After  combining  wages,  sk.  and  agricul¬ 
tural  income,  we  compared  the  total  with  va  beneficiary  income 
recorded  as  “earnings."  Also,  we  compared  employment  pension  income, 
reported  by  pension  payers  to  ssa  on  iks  form  W-2P,  with  va  beneficiary 
income  recorded  as  “retirement." 


Most  income  reports  are  posted  to  iks  and  ssa  records  within  18  months 
after  the  end  of  the  tax  year,  officials  there  told  us.  We  therefore 
obtained  1984  income  data  for  va  pension  beneficiaries  from  iks  in  June 
1989  and  from  ssa  in  July  1989.  In  addition,  beginning  in  1985.  ssa 
began  [costing  1984  employment  pension  data  to  its  records,  but  only 
about  10  percent  of  that  year’s* totals  were  available  for  posting  to  ssa 
records.  Again,  lacking  nearly  90  percent  of  the  third-party  data  on 
employment  pensions  could  have  the  effect  of  understating  our  estimate 
of  pension  overpayments  and  overstating  underpayments. 


For  this  phase,  we  identified  income  differences  between  va  pension 
records  and  tax  records.  We  requested  1984  tax  data  for  1.4  million  v\ 
pension  cases  on  record  as  of  November  1984.  In  total.  998,000  cases 
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Level  II  Analysis 


had  some  income  recorded  in  the  1984  tax  records  while  the  remaining 
702,000  had  none  and  thus  were  excluded  from  further  analysis.  For  the 
098,000  cases,  we  formatted  the  tax  data  in  a  manner  corresponding  to 
the  income  categories  shown  in  va’s  master  compensation  and  pension 
record.  For  each  case,  we  compared  income  data  shown  in  va  records 
with  tax  record  data  to  determine  the  differences.  We  then  tabulated  the 
number  of  cases  and  dollar  value  of  the  differences. 


During  this  phase,  we  quantified  the  pension  overpayment  effects  of  the 
income  differences.  Our  calculation  yielded  a  per-case  monthly  pension 
amount,  which  we  annualized  and  aggregated  to  estimate  potential  over¬ 
payments  for  1984. 

We  constructed  a  va  pension  payment  model  embodying  all  payment 
variables  applicable  to  each  pension  law.  We  grouped  pension  benefi¬ 
ciaries  by  pension  law  and  pensioner  type  as  follows:  veteran,  veteran 
with  dependents,  surviving  spouse,  and  surviving  spouse  with  depen¬ 
dent  children.  To  test  and  validate  the  payment  model,  we  calculated 
November  1984  pension  payments  for  each  of  the  1.4  million  benefi¬ 
ciaries  using  data  recorded  in  va's  master  record.  The  payment  model 
successfully  replicated  va's  actual  payments  in  99  percent  of  the  cases. 

Next,  we  substituted  income  amounts  shown  in  the  tax  records  and 
recalculated  the  monthly  pension  amounts  for  359,278  cases  that 
showed  income  differences  of  $100  or  more  between  va  and  tax  records. 
The  differences  between  va's  actual  monthly  pension  payments  for  such 
cases  using  November  1984  va  master  record  data  and  our  calculations 
using  1984  tax  data  formed  the  bases  for  our  overpayment  estimates 
and  were  annualized  for  the  calendar  year. 

Although  our  Level  I  match  indicated  that  about  100.000  va  pension 
beneficiaries  had  more  income  shown  on  va  records  than  shown  on  tax 
records,  we  did  not  calculate  underpayments  for  those  cases.  Our  con¬ 
servative  approach  in  calculating  overpayments  would  exaggerate 
underpayment  calculations  because  ( 1 )  we  excluded  about  $187  million 
of  unearned  income  (other  than  interest  and  dividends)  from  our  tax 
database  and  (2)  at  the  time  of  our  match,  ksa  had  only  posted  about  10 
percent  of  the  reported  1984  pension  income  to  beneficiaries’  accounts. 
These  additional  sources  of  tax  income  would  tend  to  increase  overpay¬ 
ment  calculations  and,  conversely,  reduce  both  the  amount  of  income 
considered  as  overstated  on  va  records  and  the  corresponding  potential 
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underpayments.  Table  V.l  summarizes  the  results  of  our  Level  1  and 
Level  II  analyses. 


Table  V.l:  Results  of  Income  Matches  Between  VA  Pension  Cases  and  Tax  Data 


Dollars  in  thousands 

Improved 

Pension  law 
Section  306 

Old 

Total 

Cases 

VA  pension  cases  matched 

Cases  with  income  in  tax  databases 

Number  Amount 

Number  Amount 

Number  Amount 

Number  Amount 

Earned  income 

25.344 

• 

30.857 

210 

56  411 

Unearned  income 

187  573 

• 

318.930 

24,973 

531.476 

Both 

29  191 

• 

80.028 

707 

109.926 

Subtotal 

242,108 

• 

429,815 

25,890 

697,813 

Cases  with  no  income  in  tax  databases 

374,844 

• 

314.376 

12.662 

701,882 

Total  cases  matched 

616,952 

• 

744,191 

38,552 

1,399,695 

Level  l  Analysis  for  income  variances 
Cases  with  variances 


Tax  data  >  VA  data 

193.763 

e 

337,287 

e 

17.943 

e 

548.993 

Tax  data  <-  VA  data 

35  498 

e 

82.721 

e 

7.589 

e 

125.808 

Subtotal 

229,261 

e 

420,008 

e 

25,532 

e 

674,801 

Cases  with  no  variances 

Tax  data  =  VA  data 

12.847 

e 

9.807 

e 

358 

• 

23.012 

Total  cases  analyzed 

242,108 

e 

429,815 

e 

25,890 

e 

697,813 

Cases  with  variances  under  $100 

Tax  data  •  VA  data 

84,375 

e 

100.857 

e 

4,483 

• 

189,715 

Tax  data  <  VA  data 

9.176 

e 

15278 

e 

1.338 

• 

25,792 

Total  cases 

93,551 

a 

116,135 

e 

5,821 

e 

215,507 

Cases  with  variances  of  $100  or  more 

Tax  data  >  VA  data 

109  388 

e 

236,430 

e 

13.460 

e 

359.278 

Tax  data  <  VA  data 

26,322' 

e 

67.443" 

e 

6.251 ' 

e 

100.016' 

Total  cases 

135,710 

• 

303,873 

e 

19,711 

e 

459,294 

Level  II  Analysis  for  overpayment  effect 
(cases  with  variances  of  $100  or 
more)  ' 

Overpayments 

98,734 

$128,400 

45,838 

$51,023 

4,103 

$3,114 

148,675 

$182,537 

'Although  variances  due  to  overreported  ircome  could  result  in  potential  underpayments,  we  did  not 
attempt  to  estimate  the  underpayment  effect  due  to  our  conservative  methodology  in  computing  poten 
tial  overpayments  (see  discussion  on  p  62) 
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Because  the  cases  for  which  we  calculated  potential  overpayments  could 
not  be  referred  to  va  for  adjudication  and  resolution,  we  undertook  this 
additional  verification  phase  to  provide  assurance  that  the  data  we  used 
and  the  assumptions  we  made  were  supportable.  Specifically,  we  sought 
to  determine  whether 

•  beneficiaries  subsequently  had  adjusted  the  estimated  income  informa¬ 
tion  shown  in  the  November  1984  va  master  record  to  reflect  higher  or 
lower  actual  income  information  for  1984, 

•  the  underestimated  income  shown  in  the  November  1984  va  record  was 
supported  by  documentation  provided  by  the  beneficiary,  and 

•  significant  underreporting  of  income  to  va  represented  a  longer  term 
pattern  for  certain  beneficiaries. 

To  accomplish  this,  we  sought  to  obtain  copies  of  beneficiaries'  income 
questionnaire  documents  maintained  in  case  files  at  55  va  regional 
offices,  va  Central  Office  personnel  assisted  us  by  sending  letters — along 
with  information  on  the  sampled  cases  we  selected — to  each  regional 
office  requesting  that  income  questionnaires  be  duplicated  and  mailed  to 
us.  (See  figure  V.3  for  a  sample  copy  of  the  letter  va  sent  to  its  regional 
offices. ) 
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Figure  V.3:  Sample  VA 
Letter  Requesting  Ben¬ 
eficiary  Reported 
Income  Data 


Off  tee  of  the  Chief  Was  *vrqv?'-  D  C  20 

Benefits  Director 


Veterans 

Administration 


m  Reply  Re’e*  Tc 

liTR.  20-86-  18  20/211A 

November  10,  1986 


Directors  (00) 

All  VA  Regional  Offices  and  Centers 


SUBJ:  GAO  Income  Reporting  Study 


1.  At  the  request  of  the  Senate  veterans’  Affairs  Committee, 
the  GAO  (General  Accounting  Office)  is  studying  VA  pensioners' 
Income  reporting  accuracy.  The  GAO  has  requested  that  the  VA 
provide  copies  of  income  reports  for  certain  cases  involved 

in  the  study. 

2.  The  income  reports  to  De  copied  are  the  AIQ  and  EVR  forms, 
or  alternative  statements  in  lieu  of  them,  for  the  reporting 
years  1982/1983,  1983/198A,  1984/1985  and  1985/1986.  In  any 
case  in  which  an  initial  report  was  questioned  by  development 
and,  ultimately,  superseded  by  a  clarified  report,  the 
clarification  will  be  sent.  If  the  clarification  represents  a 
complete  revision  (replacement  of  the  initial  report)  send  only 
it.  Otherwise,  annotate  changes  on  the  initial  report  and  send 
a  copy  of  it.  Annotations  are  to  be  legible  and  clearly 
associated  with  the  particular  item  being  clarified.  When  an 
Income  statement  is  sent,  it  must  be  clearly  marked  for  the 
reporting  period  ( e ,g 1982/1983” )  at  the  top  of  the  form. 

3.  To  facilitate  this  request,  it  may  be  helpful  to  have 
clerical  staff  first  pull  the  claims  folders  and  the  Aig  caros 
if  filed  in  the  ready  reference  decks.  The  Aig  cards  should  be 
filed  in  the  claims  folders  after  they  are  located. 

4.  You  are  to  photocopy  and  mail  copies  of  income  reports  for 
the  cases  listed  on  the  enclosure  to  this  letter. 

a.  Photocopy  clarity  is  essential  and  must  be  verified 
before  you  mail  the  copieu  of  the  forms.  To  reduce  the 
volume  of  photocopying,  please  copy  up  to  3  AIQs  on  a  page 
(1  sheet  for  the  fronts  and  1  sheet  for  the  backs).  The 
EVR  is  to  be  photocopied  on  2  separate  pages. 

0.  Staple  all  copies  of  forms  for  an  individual  case 
together  before  mailing.  The  most  effective  packaging  for 
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Figure  V. 3  (Continued) 

2.  November  10,  1Q86 

DVB  Letter  20-86-18 


mailing  will  be  used,  and  first  class  postage  will  be  paid 
regardless  of  the  weight  involved. 

c.  Address  all  mail  to: 

U.S.  General  Accounting  Office 
ATTN: 

8A1  Chestnut  St.  -  Suite  760 
Philadelphia,  PA  19107 

d.  You  are  to  mail  the  responses  within  2  weeks  of 

receipt  of  this  letter.  If  circumstances  prevent  your 
timely  response,  notify  Compensation  and  Pension 

Service,  Policy  Staff  ( 2 1 1 A ) ,  FTS  373-2058  as  soon  as  you 
recognize  a  problem. 

5.  The  enclosure  to  this  letter  lists  the  cases  for  which 
you  are  to  provide  information.  You  should  make  no  effort 

to  locate  materials  at  other  stations  (i.e.,  from  transferred 
claims  folders  or  from  ready  reference  decks  located  at  other 
stations) . 

6.  The  enclosure  requires  you  to  annotate  Information  about 
the  availability  of  forms  for  the  stated  periods  and  to 
Indicate  current  award  status.  This  review  and  annotation 
should  be  assigned  to  personnel  no  lower  than  the  adjudicator 
level.  Check  the  appropriate  column  if  you  provide  the  form. 
For  the  year  1984/1985,  annotate  a  narrative  reason  if  you  are 
unable  to  provide  the  form,  for  example,  "form  lost,"  "claimant 
deceased,"  "form  unavailable;  presumed  in  transferred  claims 
folder,"  or  "form  unavailable;  presumed  at  another  station." 

7.  When  you  do  not  have  Jurisdiction  of  the  claims  folder  or 
it  cannot  be  obtained  locally,  due  to  charge  out,  use  the 
Target  System  to  determine  information  for  reporting  the 
unavailability  of  the  1984/1985  form  or  current  award  status. 

8.  Retain  a  copy  of  the  annotated  enclosure  and  copies  of  al) 
forms  which  you  send  to  the  GAO  as  backup  material.  You  may 
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Figure  V.3  (Continued) 


November  10,  1986 


3. 


T,TR .  20-96-18 


destroy  the  backup  material  after  January  12,  1987 

in  accordance  mith  the  Records  Control  Schedule,  VB-1,  Item 

13-005.000. 


Director 


Enclosure 


Distribution:  CO:  RPC  2910 

SS ( 218 )  FLO:  DVBFS,  1  each 
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Figure  V.3  iContmued) 


ENCLOSURE 


ENCLOSURE 


!  GAO  PENSION  STUDY 

VA  Field  Office  _ _ 

Station  Identification  Number 


VA  Claim  Number 

Stub  Number 

Reports  Available  (X) 

Current  Active 
Award  (Y)  (N) 

1982/83 

1983/84 

1984*/85 

1985/86 

. 

*  All  claims  were  active  in  November  1984,  therefore  please  provide  a  reason  ifMQ  is 
not  available  for  the  1984/85  cycle.  Also  show  if  award  is  currently  active  by 
indicating  Yes  (Y)  or  No  (N). 
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Table  V.2:  Sample  Size  (Level  III) 


Wo  randomly  selected  873  eases  from  the  148,675  for  which  we  calcu¬ 
lated  a  potential  overpayment  .  The  sample  was  stratified  in  proportion 
to  population  so  that  it  contained  549  Improved  Law  cases  and  324  Pro¬ 
tected  pension  cases  consisting  of  both  Section  306  and  Old  Law  pension 
cases.  Included  in  the  sample  was  a  subset  of  146  cases  for  which  bene¬ 
ficiaries  submitted  a  report  to  va  showing  zero  estimated  earnings  for 
1984.  but  for  whom  1984  tax  data  indicated  earnings  of  $1,000  or  more. 
Over  26.000  cases  included  in  the  universe  had  these  characteristics. 

To  satisfy  Internal  Revenue  Code  safeguards  and  related  privacy  con¬ 
siderations.  we  masked  our  sample  cases  by  selecting  two  additional 
cases  for  which  we  had  not  calculated  a  potential  overpayment.  In  this 
way,  the  identity  of  the  potential  overpayment  cases  would  be  pro¬ 
tected.  v.\  regional  offices  reproduced  beneficiary-submitted  income 
questionnaires  for  the  years  1982  through  1985  and  mailed  them  to  us. 

v.\  offices  were  able  to  provide  documentation  for  631  of  the  873  sample 
cases  within  the  mutually  agreed  upon  timeframes  (see  table  V.2).  Of 
the  remaining  242  cases,  we  excluded  15  cases  because  of  posting  errors 
by  ssa  and  227  cases  for  which  va  did  not  provide  the  requested  docu¬ 
ments,  primarily  because  the  case  files  could  not  readily  be  located,  va 
officials  said  the  case  files  were  either  lost  or  transferred  to  other  va 
regional  offices  or  had  been  retired  to  the  va  records  center. 


Sample  pension  cases 


Original  sample 

Oversample  (10%) 

Subtotal 

Improved 

500 

49 

549 

Protected 

295 

29 

324 

Total 

795 

78 

873 

Less 

SSA  posting  errors 

(2) 

03) 

(15) 

Questionnaire  not  returned  by  VA 

(116) 

(111) 

(227) 

Subtotal 

(118) 

(124) 

(242) 

Total  sample  cases  analyzed 

431 

200 

631 

Since  we  were  restricted  in  disclosing  any  individual  pension  case  data, 
we  performed  the  Level  III  validation  phase  to  measure  the  extent  that 
va  computerized  records,  used  to  match  against  tax  data,  represented 
the  most  accurate  data  available  for  this  purpose.  Because  our  computer 
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match  was  performed  using  November  1984  va  income  data,  we  per¬ 
formed  several  validation  sampling  assessments  to  be  reasonably  confi¬ 
dent  that  va  computerized  income  postings  shown  on  the  pension  master 
records  represented  the  most  accurate  year-end  data  submitted  by  |x-n- 
sion  beneficiaries  (see  p.  64). 

For  each  of  the  sample  cases,  we  reviewed  the  annual  income  question¬ 
naires  from  1982  to  1985  submitted  by  pension  beneficiaries,  including 
the  year-end  income  data  reported  for  1984.  About  10  percent  of  the 
beneficiaries  adjusted  their  1984  incomes  at  year-end  to  agree  with  their 
incomes  as  shown  in  1984  tax  records.  An  additional  14  percent 
adjusted  their  1984  incomes,  but  the  adjusted  incomes  still  did  not  agree 
with  the  1984  tax  records,  va  thereby  had  an  opportunity  to  identify 
some  potential  overpayments,  without  having  access  to  tax  data,  and  to 
take  appropriate  action  to  recoup  them  and/or  correct  future  pension 
payments,  as  necessary. 

The  statistical  results  of  our  validation  sample  are  presented  in  table 
V.3,  which  shows  by  pension  category  the  numbers  of  cases  for  ( 1 )  those 
beneficiaries  who  self-reported  1984  income  amounts  at  year-end  that 
agreed  with  tax  data  and  (2)  those  who  did  not.  The  self-reported 
changes  in  1984  incomes,  if  acted  upon  by  va,  would  have  reduced  or 
eliminated  the  beneficiaries’  Improved  Law  pension  payments,  or  made 
them  ineligible  for  Protected  pensions  because  their  countable  income 
limits  were  exceeded.  The  remaining  potential  overpayments  would 
have  been  unidentifiable  by  va  because  it  does  not  have  access  to  tax 
data. 


Table  V.3:  Analysis  of  Year-End  Self-Reported  Income  Changes  for  GAO’s  Validation  Sample  of  Potential  Overpayment  Cases 

(1984) 


Improved 

Protected 

Total 

Number 

Percent 

Number 

Percent 

Number 

Percent 

Beneficiaries  reported  1984  year  end  incomes 
that  agreed  with  1984  tax  data 

Cases 

47 

(10  9) 

15 

(7  5) 

62 

(9  8) 

Beneficiaries  reported  1984  year  end  incomes 
lower  than  1984  tax  data 

Cases 

384' 

(89  1) 

185 

(92  5) 

569’ 

(90  2) 

Total  sampla  cases  analyzed 

431 

(100  0) 

200 

(100  0) 

631 

(100  0) 

'Includes  91  cases  (14  percent  of  631  cases  analyzed)  that  reported  1984  year  end  income  ad|iistments 
but  continue  as  potential  overpayments  because  the  reported  income  was  still  lower  than  1984  tax  data 
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Currently,  the  self-reporting  annual  income  questionnaire  is  va's  pri¬ 
mary  internal  control  mechanism  to  identify  income  and  other  benefici¬ 
ary  data  changes  at  year-end  that  may  trigger  adjudicative  action  to 
resolve  potential  overpayments  and  underpayments  and  make  pension 
payment  adjustments.  Therefore,  on  the  basis  of  our  validation  sample 
results,  we  calculated  the  portion  of  the  1 984  potential  overpayments 
we  identified  using  tax  data  that  va  would  have  been  capable  of  identi¬ 
fying  for  adjudication  purposes  through  its  year-end  annual  income 
questionnaire  process.  We  are  95-percent  confident  that  va  would  have 
been  able  to  identify,  from  information  available  to  it  through  its  year- 
end  self-reporting  system,  only  $25.3  million  of  the  $182.5  million  in 
potential  overpayments  for  1984.  Table  V.4  shows  the  projections  of  our 
validation  sample  to  the  results  of  our  computer  match  using  tax  data 
and  our  confidence  intervals  at  the  95-percent  level. 


Table  V.4:  Statistical  Projections  of  1984 
Potential  Overpayments  VA  Could  Have 
Identified  Through  Its  Year-End 
Reporting  Process 


Dollars  in  thousands 


Potential 

overpayments 

GAO 

identified 

Projected 
overpayments 
VA  could 

Projected  overpayments  VA  could 
identify  through  year-end  reporting 

Pension 

not  identify 
through  year- 
end  reporting 

Projected  • 
over  Davment 

55-percent  confidence 
interval3 

program 

using  tax  data 

estimate  Lower  limit 

Upper  limit 

Improved: 

Cases 

98.734 

87.967 

10.767' 

7.868 

13  666 

Amount 

$128,400 

$107,185 

$21,214 

$12,773 

$29,655 

Protected, 

Cases 

49,941 

46,195 

3.746 

1,927 

5.565 

Amount 

$54,137 

$50,006 

$4,131 

$1,703 

$6  560 

Total: 

Cases 

148,675 

134,163d 

14,512“ 

11,089 

17,935 

Amount 

$182,537 

$157,191“ 

$25,345“ 

$16,666 

$34,025 

'Confidence  intervals  weie  computed  at  the  95  percent  level  ot  statistical  confidence  That  is,  it  we 
drew  100  samples  we  would  expect  95  ot  those  samples  to  have  estimates  that  would  fall  within  the 
calculated  confidence  interval  Separate  interval  computations  were  made  for  each  projected  overpay 
ment  estimate,  and  the  figures  in  these  columns  cannot  be  added 

"This  proiection  excludes  cases  that  reported' 1984  year  end  income  ad|ustments.  but  VA  would  not 
have  been  able  to  identify  the  full  amounts  of  the  potential  overpayments  because  the  reported  income 
was  still  lower  than  1984  tax  data  (see  table  V  3) 


This  proiection  includes  potential  overpayments  that  would  be  fully  identifiable  by  VA  as  well  as  those 
that  would  be  only  partially  identifiable  because  the  reported  ad|usted  incomes  at  year  end  remained 
lower  than  those  shown  in  the  tax  data  (see  table  V  3) 

’Projected  cases  and  amounts  do  not  add  to  totals  due  to  rounding 
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Table  VI.1:  Total  VA  Pension  Potential 
Overpayment  Cases  and  Amounts,  by 
Type  of  Unrecorded  Income 


Type  of  unrecorded  income 

Cases 

Amount 

Interest/dividends 

94,084 

$85,596,168 

Earnings 

Agricultural  earnings 

1.923 

4.310.838 

Wages 

20.478 

39.035.407 

Self-employment 

749 

1 .439.195 

Non-VA  pensions 

2,712 

3  368.179 

Multiple  income  sources 

Wages  &  interest/dividends 

14,245 

25.256  618 

Wages  &  self-employment 

196 

503.507 

Wages  &  non-VA  pensions 

1.297 

2.302  156 

Self-employment  &  interest/dividends 

1 .320 

2.677  134 

Self-employment  &  non-VA  pensions 

53 

65.847 

Interest/dividends  &  non-VA  pensions 

8,214 

11.752.945 

Wages,  self-employment  &  interest/dividends 

515 

1 ,206.440 

Wages,  self-employment  &  non-VA  pensions 

22 

39  865 

Wages,  interest /dividends  &  non-VA  pensions 

2.562 

4,437  941 

Self  employment,  interest/  dividends  &  non-VA 
pensions 

233 

392  508 

Wages,  self-employment,  interest/dividends  &  non- 
VA  pensions 

72 

151  773 

Totals 

148,675 

$182,536,521 
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Table  VI.2:  Old  Law  Pension  Potential  Overpayment  Cases  and  Amounts,  by  Type  of  Unrecorded  Income 


Veterans _  _ Survivors3  Totals 


Type  of  unrecorded  income 

Cases 

Amount 

Cases 

Amount 

Cases 

Amount 

interest/dividends 

1.606 

$1,540,347 

2.268 

$1  395.484 

3  874 

$2  935  831 

Earnings 

Agricultural  earnings 

• 

• 

• 

• 

m 

Wages 

14 

13.230 

15 

9.072 

29 

22  302 

Self-employment 

2 

2.570 

• 

• 

2 

2  570 

Non-VA  pensions 

1 

945 

3 

1.814 

4 

2  759 

Multiple  income  sources 

Wages  &  interest/dividends 

23 

22415 

74 

45058 

97 

67  473 

Wages  &  self-employment 

• 

• 

• 

• 

• 

• 

Wages  &  non-VA  pensions 

• 

• 

1 

605 

1 

605 

Self  employment  &  interest/dividends 

15 

16891 

7 

4.234 

22 

21  125 

Self  employment  &  non-VA  pensions 

• 

• 

• 

• 

• 

• 

Interest/dividends  &  non-VA  pensions 

37 

35  645 

21 

14  354 

58 

49.999 

Wages  self-employment  &  interest/dividends 

1 

945 

• 

• 

1 

945 

Wages  self-employment  8.  non-VA  pensions 

• 

• 

• 

• 

• 

• 

Wages,  interest/dividends  &  non-VA 
pensions 

4 

3  780 

10 

6  199 

14 

9  979 

Self-employment,  interest/  dividends  &  non 

VA  pensions 

• 

• 

1 

605 

1 

605 

Wages  self-employment  interest/dividends 
&  non-VA  pensions 

• 

• 

• 

• 

• 

• 

Totals 

1,703 

$1,636,768 

2,400 

$1,477,425 

4,103 

$3,114,193 

'Surviving  spouses  and/or  children 
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Table  VI.3:  Section  306  Pension  Potential  Overpayment  Cases  and  Amounts,  by  Type  of  Unrecorded  Income 


Veterans _  _ Survivors8 _  Totals 


Type  of  unrecorded  income 

Cases 

Amount 

Cases 

Amount 

Cases 

Amount 

interest/dividends 

12.439 

$17,054,105 

15.606 

$10,175,436 

28.045 

$27,229  541 

Earnings 

Agricultural  earnings 

110 

185.112 

13 

12.924 

123 

198  036 

Wages 

885 

1.301.160 

3  068 

3.845  757 

3.953 

5,146.917 

Self  employment 

61 

92.592 

43 

48,912 

104 

141.504 

Non-VA  pensions 

383 

536.712 

67 

61.764 

450 

598.476 

Multiple  income  sources 

Wages  &  interest/dividends 

1,119 

1.667.160 

4.605 

5  420.162 

5,724 

7.087  322 

Wages  &  self-employment 

to 

17.244 

20 

2  5.416 

30 

42  660 

Wages  &  non-VA  pensions 

311 

510.936 

221 

248.056 

532 

758.992 

Self-employment  &  interest/dividends 

263 

470.316 

180 

195.144 

443 

665  460 

Self  employment  &  non-VA  pensions 

24 

32.100 

1 1 

8  544 

35 

40.644 

Interest/dividends  &  non  VA  pensions 

4  183 

6.403.224 

583 

493.332 

4.766 

6.896.556 

Wages,  self-employment  &  interest/dividends 

28 

45  552 

69 

85  452 

97 

131.004 

Wages  self-employment  &  non  VA  pensions 

3 

2  952 

4 

3.660 

7 

6,612 

Wages,  interest/dividends  &  non  VA 
pensions 

777 

1.207  680 

547 

565.720 

1  324 

1  773  400 

Self-employment,  interest/  dividends  &  non 

VA  pensions 

142 

237  804 

31 

23  352 

173 

261  156 

Wages,  self-employment  interest/dividends 
&  non-VA  pensions 

21 

31  704 

1 1 

12816 

32 

44  520 

Totals 

20,759 

$29,796,353 

25,079 

$21,226,447 

45,838 

$51,022,800 

'Surviving  spouses  and/or  children 


Pag*1  74 


<»AO  HRD-8#  24  Veterans*  Pensions 


Appendix  VI 

Details  of  Potential  Overpayments  by  Type  of 
I'll  recorded  Income 


Table  VI.4:  Improved  Law  Pension  Potential  Overpayment  Cases  and  Amounts,  by  Type  of  Unrecorded  Income 


Veterans _  _ Survivors3 _ _ Totals 


Type  of  unrecorded  income 

Cases 

Amount 

Cases 

Amount 

Cases 

Amount 

Interest/dividends 

44.409 

$41,769,261 

17.756 

$13,661,535 

62,165 

$55,430,796 

Earnings 

Agricultural  earnings 

1.677 

4,005.585 

123 

107.217 

1.800 

4  1 12.802 

Wages 

10.658 

23.436.559 

5  838 

10.429.629 

16,496 

33.866.188 

Self  employment 

511 

1.042.194 

132 

252.927 

643 

1.295  121 

Non-VA  pensions 

1.733 

2.227.730 

525 

539.214 

2  258 

2.766.944 

Multiple  income  sources 

Wages  &  interest/dividends 

4.480 

10.442.557 

3.944 

7,659.266 

8.424 

18  101.823 

Wages  &  self  employment 

133 

389.056 

33 

71.791 

166 

460.847 

Wages  &  non-VA  pensions 

494 

1  058.905 

270 

483.654 

764 

1 .542.559 

Self  employment  &  interest/dividends 

695 

1  670.987 

160 

319.562 

855 

1 .990.549 

Self-employment  &  non-VA  pensions 

13 

18.834 

5 

6.369 

18 

25.203 

Interest/dividends  &  non-VA  pensions 

2  600 

3.817.891 

790 

988.499 

3.390 

4  806.390 

Wages,  self-employment  &  interest/dividends 

374 

989  992 

43 

84,499 

417 

1.074.491 

Wages  self-employment  &  non-VA  pensions 

14 

29.569 

1 

3  684 

15 

33.253 

Wages,  interest/dividends  &  non-VA 
pensions 

833 

1  940  460 

391 

714.102 

1.224 

2.654  562 

Self-employment  interest/  dividends  &  non 

VA  pensions 

35 

77  006 

24 

53.741 

59 

130.747 

Wages  self  employment,  interest/dividends 
&  non  VA  pensions 

37 

102  549 

3 

4,704 

40 

107.253 

Totals 

68,696 

$93,019,135 

30,038 

$35,380,393 

98,734 

$128,399,528 

'Surviving  spouses  and/or  children 
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In  this  appendix,  we  address  the  question:  Can  v.Vs  data  collection  docu¬ 
ment,  a  mail  questionnaire,'  be  clarified  to  solicit  and  obtain  better  data 
about  a  beneficiary’s  demographic  and  financial  status  ’ 


Questionnaire  Clarity 
Important  in 
Obtaining  Reliable 
Data 


Information  derived  from  a  mail  questionnaire  is  self-reported  data  and 
thus  normally  subject  to  two  types  of  respondent  errors: 

unintentional  misreporting  because  the  respondent  misinterprets  a  ques¬ 
tion.  misunderstands  instructions,  does  not  enter  a  response  clearly,  or 
cannot  recall  the  information,  either  accurately  or  at  all;  and 
intentional  misreporting  of  the  respondent's  status  to  justify  eligibility 
and/or  increase  benefit  amount. 


Preventing 
Unintentional 
Response  Error 


Respondents  can  err  unintentionally  when  they  cannot  read  questions 
because  of  type  size  or  clarity:  when  the  language  level  is  too  advanced 
or  the  terminology  too  technical;  when  questions  or  instructions  are 
complex  or  vague;  when  the  questionnaire  format  is  confusing;  when 
questions  are  lengthy  or  burdensome;  or  when  questions  overestimate 
the  respondent's  recall  capability  or  access  to  information.  If  the  ques¬ 
tionnaire  is  pretested  with  a  sample  of  respondents  before  it  is  formally 
administered,  these  design  problems  often  can  be  identified  and  elimi¬ 
nated.  Pretesting  is  a  standard  practice  in  survey  research. 

va  designed  and  implemented  both  the  previous  aiq  and  the  current  i;\  K 
without  pretesting,  va  officials  informed  us.  To  identify  and  eliminate 
questionnaire  design  flaws,  the  agency  has  relied  on  feedback  from  pro¬ 
gram  officials  before  putting  a  questionnaire  into  use  and  on  complaints 
from  veterans,  veterans’  organizations,  and  other  beneficiaries  after¬ 
wards.  This  method  for  testing  the  validity  of  questionnaires  may  allow 
major  design  weaknesses  to  go  unnoticed  when  reviewing  officials  miss 
them  or  respondents  choose  not  to  complain  about  them,  va  obtains  no 
direct  evidence  of  how  the  respondent  actually  reacts  to  and  interprets 
the  questionnaire  when  received. 


1  llet'ore  October  198.0.  VA  used  an  Annual  [neome  questionnaire  and  Claimant's  Worksheet  Figures 
VII.  1  and  VII. 2  illustrate  the  Alq  and  worksheet,  respectively,  then  in  effert  lor  Improved  Law  |>en 
sion  veterans  with  no  dependents.  In  Oetoher  liiHu,  VA  adopted  the  Kligilhlity  Veril'ieation  Kc|>ort 
Figures  VII.3  and  VII  4  respoetively.  illustrate  the  KVR  and  accompanying  instruction  sheet  now  used 
for  Improved  Law  pension  veterans  with  no  dejiendents 


Page  76 


(>AO  HRD-H8  24  Veterans'  Pensions 


EVR  Style  and  Language 


Appendix  VII 

Observations  on  VA  Income 
Report  inK  Documents 


At  the  time  of  our  review,  there  were  nine  versions  of  the  kyk,  each 
designed  to  conform  with  the  requirements  of  the  specific  pension  laws 
and  beneficiaries,  one  each  for 

•  Old  Law  veteran  or  surviving  spouse  pensioners, 

•  Section  30(5  veteran  or  surviving  spouse  pensioners, 

•  Old  Law  or  Section  306  surviving  dependent  children  pensioners, 

•  veterans’  parents  receiving  dependency  and  indemnity  compensation, 
and 

•  each  of  five  pensioner  categories  under  the  Improved  Law  pension 
program. 

Our  observations  about  the  KVk’s  style  and  clarity  are  as  follows: 

•  All  versions  contain  bureaucratic  jargon  and  are  designed  more  like 
administrative  records  than  self-administered  questionnaires  that  make 
it  easy  for  the  general  public  to  provide  va  valid  and  accurate 
information. 

•  Many  of  the  individual  questions  are.  in  fact,  several  questions  imbed¬ 
ded  in  one.  For  specific  details  about  what  information  va  is  seeking,  the 
respondents  must  read  through  lengthy  parenthetical  statements,  which 
create  further  confusion.  To  reduce  the  complexity  of  ideas  in  such 
questions,  these  ideas  should  be  presented  one  at  a  time,  in  individual 
questions  and  in  a  logical  order.  Short  items  that  encompassed  only  one 
well-defined  idea  could  stand  alone  without  much  further  explanation  or 
qualification.  This  might  require  more  space,  but  it  is  far  less  confusing, 
less  susceptible  to  response  error,  and  less  burdensome  on  the 
respondents. 

•  Questionnaire  complexity  and  item  length  problems  are  compounded 
because  some  of  the  nine  kyrs  are  intended  for  more  than  one  type  of 
respondent.  A  questionnaire  designed  for  more  than  one  type  of  respon¬ 
dent  has  its  questions  couched  in  language  that  accounts  for  each  type. 
This  adds  to  complexity  and  thus  the  potential  for  respondent  error. 
Questions  would  be  less  confusing  if  va  did  not  attempt  to  consolidate 
questionnaires. 

•  Many  terms  and  phrases  are  poorly  defined.  Some  definitions  are  long 
and  complicated  and  could  confuse,  rather  than  enlighten.  Often  the  def¬ 
inition  of  a  term  is  only  implied.  A  respondent  does  not  get  from  the  kyk 
or  its  separate  instruction  sheet  a  clear  meaning  of  the  terms. 


In  comment  mH  on  a  draft  of  this  refsirt.  VA  stated  that  the  number  of  KYK  versions  has  recently 
txi'li  increased  from  it  to  1 1  (sec  ap|>.  VIII ) 
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Respondent’s  Ability  to 
Recall  Information 


For  example,  question  5D  on  figure  VII. 3  reads: 

DID  ANY  INCOME  CHANGE  (INCREASE/  DECREASE)  DCRING  THE  EAST  1 2 
MONTHS?  (If  there  were  no  income  changes  or  if  a  Social  Security/VA  cost  of  living 
adjustment  was  the  only  change,  check  'NO'.  If  there  was  some  other  increase 
decrease  in  Social  Security  or  an  initial  award  of  Social  Security,  check  YES'.  Also 
check  'YES'  for  any  change  in  the  amount  (up  or  down)  of  any  other  source  of 
income,  any  NEW  source  or  any  ONE-TIME  receipt  of  income)" 


The  term  “ANY  INCOME"  implies  income  from  any  distinct  source  and 
the  question  specifically  defines  “CHANGE”  as  an  increase  or  decrease. 
“ANY  INCOME  CHANGE"  is  further  defined  in  parentheses  as  the 
receipt  of  income  from  a  “NEW  source”  or  a  "ONE-TIME  receipt  of 
income.”  Neither  of  these  ideas  quite  conform  to  the  question — increase 
or  decrease  in  the  income  from  a  given  source.  The  definition  is  further 
muddied  by  specific  references  in  parentheses  to  social  security  awards 
and  benefit  changes,  and  va  and  social  security  cost-of-living  adjust¬ 
ments.  Standing  alone,  the  question  is  vague.  A  better  approach  could  be 
to  ask  the  respondent  four  distinct  questions,  such  as: 

•  "Did  your  income  from  any  source  change  ( increase/decrease)  in  the 
past  12  mont  hs?" 

•  "Was  this  because  of  a  cost-of-living  adjustment  (COLA)  from  Social 
Security  or  va?” 

•  "Did  you  begin  to  receive  income  on  an  ongoing  basis  from  a  new  source 
during  the  past  12  months?” 

•  “Did  you  receive  income  on  a  one-time  basis  from  any  source  during  the 
past  12  months?” 

In  commenting  on  this  report  (see  app.  VIII),  va  did  not  believe  that  our 
suggested  clarification  of  this  question  was  necessary  and  that  the 
detailed  instructions  for  the  question  have  resolved  much  unnecessary 
reporting  of  social  security  cost-of-living  increases.  While  this  may  be 
the  case,  our  concern  is  with  w  hether  most  pension  beneficiaries  under¬ 
stand  the  question  and  related  instructions  sufficiently  to  report  all  rele¬ 
vant  income  changes  to  va.  In  our  view,  pretesting  questions  and 
instructions  with  actual  beneficiaries  is  essential  to  ensure  that  they 
have  a  clear  and  uniform  understanding  of  the  response  expected. 


The  more  a  respondent  relies  on  recall  alone  to  answer  fa  r  questions, 
the  greater  the  likelihwd  of  response  error.  Probably,  the  respondent 
will  not  remember  precisely  much  of  the  information  va  is  seeking.  The 
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kvr  makes  no  attempt  to  control  the  respondent’s  inclination  to  simplify 
or  shorten  tasks  by  relying  on  memory  alone.  If  the  kvr  were  to  suggest 
that  the  respondent  consult  tax  records,  bank  books,  pay  stubs,  etc., 
when  completing  the  form,  the  respondent  might  be  less  apt  to  totally 
rely  on  memory.  This  should  decrease  the  likelihood  of  response  error 
due  to  poor  recall. 


EVR  Instructions  The  KVR  instructions  on  the  separate  sheet  are  general;  they  do  not  pro¬ 

vide  the  respondent  with  detailed  instruction  about  specific  questions. 
For  example,  neither  the  general  instruction  sheet  nor  the  questionnaire 
specifies  how  precisely  dollar  amounts  for  income  and  medical  expenses 
should  be  reported.  If  estimates  of  the  current  year's  and  the  next  year's 
income  are  acceptable,  therefore,  a  respondent  might  conclude  that 
approximations  of  other  amounts  are  also  acceptable.  The  fact  that  the 
spaces  provided  for  entering  these  amounts  are  not  formatted  with  deci¬ 
mal  points  also  might  lead  the  respondent  to  the  same  conclusion,  va  has 
no  way  of  knowing  how  precisely  the  respondent  has  reported  these 
amounts. 

The  instructions  for  some  questions  appear  on  the  front  sheet  of  the  kvr 
and  the  question  itself  on  the  back.  This  split  interferes  with  the  respon¬ 
dent's  ability  to  refer  to  instructions  when  answering  a  question  and 
could  result  in  the  respondent  overlooking  or  ignoring  the  instructions 
altogether.  Also,  the  numbers  on  the  kvr  instruction  sheet  do  not  corre¬ 
spond  to  any  of  the  kvr  question  numbers,  as  a  respondent  might  expect. 


Questionnaire  Format  In  general,  the  KVR  format  is  very  cluttered.  In  some  places,  it  is  difficult 

to  determine  where  one  item  ends  and  the  next  begins.  The  respondent 
could  read  and  answer  questions  more  easily  if  there  were  more  white 
space  on  each  page  and  if  the  items  were  more  distinctly  separated. 

kvr  type  size  varies  between  1/HI  of  an  inch  to  1/8  of  an  inch  in  height. 
Given  the  age  and  physical  condition  of  most  of  the  respondent  popula¬ 
tion,  the  kvr's  type  size  could  significantly  interfere  with  a  respondent's 
ability  to  read,  much  less  answer,  the  questions  accurately. 


Questionnaire  Length  1°  length,  the  KVR  is  limited  to  a  single  letter-sized  sheet  printed  on  both 

sides.  Nearly  all  of  the  design  problems  already  described  are  a  direct 
result  of  va’s  attempt  to  limit  the  length  of  the  kvr.  Most  of  these  flaws 
could  be  eliminated  if  the  kvr  were  lengthened,  questions  simplified. 
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terms  defined  more  clearly,  type  size  enlarged,  and  the  format  made  less 
cluttered. 


Reducing 

Response 


Intentional 

Error 


Other  than  a  two-line  reference  to  the  legal  penalty  for  submitting  false 
information  printed  in  the  smallest  type  on  the  page  and  easily  over¬ 
looked,  the  kvr  contains  no  other  language  or  statement  that  encourages 
a  respondent  to  report  as  accurately  as  possible,  va  might  reduce  inten¬ 
tional  respondent  error  if  the  kvr  contained  a  specific  appeal  for  accu¬ 
rate  data. 


Concluding 

Observations 


We  cannot  relate  any  of  these  issues  concerning  the  style  and  clarity  of 
va’s  income  reporting  documents  to  any  of  the  overpayment  problems 
cited  in  this  report.  We  believe,  however,  that  the  present  income  report¬ 
ing  documents  can  and  should  be  clarified  and  that  va  should  have  the 
benefit  of  our  observations  before  undertaking  any  design  improvement 
efforts.  Also,  pretesting  the  data  collection  instruments  is  a  reliable 
method  that  va  can  use  to  assure  itself  that  design  problems  such  as 
those  we  observed  are  identified  and  corrected. 
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Figure  VII. 1:  Annual  Income  Questionnaire  for  Improved  Pension  Veterans  With  No  Dependents 


IMPORTANT  fit  AD  ENCLOSED  INSTRUCTIONS  BEFORE  COMPLETING  THIS  CARO  00 
NOT  FOLD,  STAPLE  OR  TEAR  CARO  DO  NOT  USE  WHITE  OUT  OR  CORRECTION  TAPE 


L  YOUR  MARITAL  STATUS  (CHECK  ONLY  ONE  BOX) 


IMPROVED  PENSION  QUESTIONNAIRE 

FORW  Af*PRQyfO 

VETERANS  (NO  DEPENDENTS)  *»•  »-■« 


MCI)  MJT  1.IVHM  WITH  1K)«I  (aMO«  MMI  COHTPlSUTtO 


2  00  YOU  HAVE  ANY  UNMARRJCO,  DEPENDENT  CHILDREN?  (>)[  |  rrs  I2)Q 

3  ARE  YOU  A  PATIENT  IN  A  NURSING  HOME?  inj  )  *CS  lt> 


4.  FAMILY  MEDICAL  EXPENSES  PAID  BY  YOU  IN  1984  (DO  NOT  INCLUDE  AMOUNTS  THAT 
WERE  PAID  OR  WILL  BE  PAID  BY  INSURANCE  AND  MEDICARE) 


5  COUCATION  EXPENSES  PAID  FOR  YOURSELF  IS  1984  — _  J 

6  DID  YOU  WORK  AT  ANY  TIME  IN  '984?  _ nO 

BEMIFITS  WILL  BE  DISCONTINUED  IF  COMPLETED  CARD  IS  NOT  RETURNED  TO  VA  BY 
JANUARY  1,198V  COMPLETE  BOTH  SIDES 


f£  NAME  AMO  AOCPCSS  Of  PAYEE 


PC* -108398 


T 


V 
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Figure  VII.2:  Annual  Income 
Questionnaire  Claimant’s  Worksheet  for 
Improved  Pension  Veterans  With  No 
Dependents 


iMPft'flvf'D  PENSION  QUESTIONNAIRE 
(Veterans  With  No  Dependent*? 
CLAIMANT  S  WORKSHEET 


PRIVACY  ACT  INFORMATION  -  No  lurther  money  or  other 
benefits  may  be  paid  under  this  program  after  January  1.198$.  un 
less  the  enclosed  card  is  completed  and  returned  as  required  by  cost 
ing  law  (38  U.S.C.  $06).  The  information  requested  is  considered 
relevant  and  necessary  to  determine  the  maximum  benefits  to  whuti 
you  are  enmled  under  the  lave  Responses  may  be  disclosed  outside 
the  VA  only  if  the  disclosure  is  authorized  under  the  Privacy  Act.  in 
eluding  routine  uses  identified  in  VA  system  of  record', 
58VA21/22/28.  Compensation.  Pension.  Education  and  Rehabilita¬ 
tion  Records  -  VA.  published  in  the  federal  Register 

INSTRUCTIONS  FOR  COMPLETING  THE  IMPROVED  PENSION  QUESTIONNAIRE 


VETERANS  ADMINISTRATION 
P  O  BOX  7420 
PHILADELPHIA.  PA  19101 


PLEASE  FOL!  OW  THE  INSTRUCTIONS  STEP  BY-STEP.  We  have  provided  the  worksheci  to  help 
you  answer  the  questions  on  the  enclosed  card.  If  you  wish,  complete  this  worksheet  before  putting  your 
answers  cm  i hr  card  and  keep  the  worksheet  for  your  records.  If  you  do  not  want  io  complete  ihc  work 
sheet,  you  need  only  answer  the  questions  on  the  card  and  return  the  completed  card  to  the  V  A  Howcvci . 
we  recommend  that  you  complete  the  worksheet  and  keep  it  for  your  records  because  vour  answers  mas  he 
subject  to  later  verification  DO  NOT  SEND  THIS  WORKSHEET  TO  THE  VA  RETURN  ONI  >  1141 
COMPLETED  CARD. 

PLEASE  DO  NOT  FOl  D.  TEAR,  STAPL  E  OR  DAMACiE  THE  CARD  You  may  use  a  pencil  oi  pen 
complete  the  card  and  may  make  erasures,  but  do  not  use  while  out  or  correction  iapc  II  sou  need  help 
with  the  card,  contact  the  VA  Regional  Office  in  your  area  Toll-free  numbers  may  be  found  under  "l  S 
Government"  in  your  phone  book  Any  accredited  Veterans  Service  organization  will  also  help  you 


IMPORTANT  -  ANSWER  Al  l  QUESTIONS  II  the  proper  enuy  for  any  item  is  none,  write  "NON! 
or  "0"  DO  NOT  LEAVE  BLANK  An  incomplete  card  will  have  to  be  returned  lu  you.  so  please  be  sur 
to  complete  all  items. 

I  YOUR  MARITAL  STATUS /<  A«*  ««/»  wie6n.  io  iA.,.  «»i ,  m-ttn «.»«/ 


MARRIED  LIVING  WO  M  SPOUSE 
1  You  t’t  tfH  >  mtnitd  ttnJ  h  tt 
mu*  tom-  spouse  o'  rou  bur  •pan 
im/c  lot  mrdual  'hhuU  /o'  ftomplr 
rrudmi  o)  *  mvntmg  komri 


]  MARRIED  NOT  l  IVlNG  WITH  S^OuSt 
I  tomtit  <"«"«/  bui  trptrtitd 

/ tom  tom*  tpomtt  If  iko  tppfm  to  tom 
sAo>  tmotm  lokliibmltt I  \poutr  i  % mpptor 


111  [  |  NOT  MARRIED') 


2  DO  YOU  HAVE  ANY  UNMARRIED,  DEPENDENT  CHILDRENS  'v  >  4  mo.  *t<fti.*  .....  . 

(iirjvis  111  NO 

3  ARE  YOU  A  PATIENT  IN  A  NURSING  HOME* 

■  t*  [Wes  qiQno 

4  FAMILY  MEDICAL  EXPENSES  In  this  section  on  your  card,  you  to  show  amounts  of  1  984  medical 
expenses  for  yourself  and  any  relatives  you  are  obligated  to  support  You  may  be  asked  to 
vardy  the  amounts  you  actually  paid  so  keep  ail  receipts  or  other  documentation  of  payments  Enrei  the 
amounts  you  actually  paid  foi  medical  expenses  Imcludmg  health  insurance  premiums  and  the  Medicate 
deductions  from  your  sociel  security  checks).  This  total  must  be  the  amount  of  expenses  you  pa<d  during 
1984  Do  NOT  include  amounts  for  expenses  that  we'e  paid  for  or  will  be  paid  by  Medicate  Medicaid  or 

r»  zj 

NOTE  It  is  NOT  necessary  that  you  report  paymeni  of  medical  expenses  unless  the  total 
I  or  1984  exceeded  1275.00.  '*)«  minimum  amount  required  for  consideration  as  an  exclusion  from 
you>  income 


Other  insurance 


5  EDUCATION  EXPENSES  PAID  FOR  YOURSELF  IN  1904''"  •">.»<«  .  -«•'  <‘ 
/o'  n/vnvri  o/  mu -ox.  /m.  « -Rmw  book .  «*e»  \mpp4m  (mud  f’om  tow  •».  or*r  bit  nui  nfti  o> 
ihom  Ikrtmowti  u\  .kr  ho*  brfom  I  Ilf  minim,  tnokolrtfmittri  mrtt  pttd  ir  IM4  mint  VOS 


6  DID  YOU  WORK  AT  ANY  ME  DURING  1984  * 
HI  □  vis  lii  □  NO 


(  onnnurdo"  Rncrv 


l’<||r  M2 
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I 


Figure  VII.2  (Continued) 


i 

I 


7  REPORT  OF  INCOME  AND  NET  WO_RTH<fs- snr  ur...  . .«!  -  con/  o  , 

Oh  thebjck  ot  viHir  card  you  must  report  Al  l  income  I  moncs  and  'truiM,  showing  amounts  monthly  or 
.iniiu.ills.  js  requested.  before  any  deductions  II  you  cannot  -.hove  income  in  American  dollars,  specify  the 
i*l»e  of  surienc>.  such  as  pesos.  lira,  etc  f)o  not  deduct  amounts  withheld  for  taxes,  retirement  plans. 
msiiraiKe.  etc  l  lie  V  A  will  deduct  any  amounts  winch  may  be  excluded  m  determining  your  continued 
l«eno««n  enmlrmeni 

Tou  should  St  M  report  sour  V  A  pension  as  income,  but  sou  SHOl  t  L)  report  ans  other  VA  payments. 
■>uh  as  education  bcnelil*  trid  V  A  insurance  It  you  receive  other  V  A  bencl its.  contact  your  V A  office  for 
help  in  reporting 

I’XKI  X  MOM  HI  i  AMOUNTS  This  section  on  the  card  lixls  differeni  monthly  income  sources  and 
piosidcs  space  lor  sou  10  wine  in  the  amount  ol  each  benctil  you  receive  Tor  each  of  ihe  sources  listed  on 
•tie  sard  write  m  the  amount  of  the  monthly  check  sou  icceixe  from  that  source 


IMf'UKlXM  Be  sure  t 
•■•u  Jo  inn  receive  henrtil' 


SOI  >Ai  SfCuRiTV  CHECK  AMOUNT 
VEOtCARE  DlOuCTtON 
•J  S  Civil  SERVICE 
Ob  HAiiRrjAD  RETIREMENT 
Mil  H  ARV  RE  t  iREMENT 


il  luneni  monthls  amount  Iron 
r  "0"  in  ihe  bl.Kk  provided 

A  MONTHLY  AMOUNTS 

[jeiACK  LUNG  BENEFIT 
COMPANY  UNION  PENSION 
STATE.  LOCAL  PENSION 
ANY  OTHER  RETIREMENT 
SSI  PUBLIC  ASSISTANCE 


his  section  on  sour  card  sou  are  to  report  annual  amounis  of  income 
j  exped  10  receive  lor  Al  1  ot  I9HS  II  sou  are  completing  the  ^atd 


I*  \K  I  l<  \\M  \|  |St  OMl 
■or  XII  ol  IVK4 anJ  Ihe  am>tu 
he' i >ic  Ui\crnbci  T 1. 1 VX4.  sou  roust  include  income  in  ihe  "  I VK4"  blocks  ihai  sou  expesl  lo  receive  during 
■  »ern.i:iu!er  .>1  the  sear  In  oilier  words,  count  ihe  income  sou  have  adualls  received  horn  that  source 
•nice  '.iiiuai  v  1 . 1 ***14,  up  to  ihe  Jare  sou  are  completing  ihe  card  and  then  eslimate  the  amount  from  ihai 
•  c  :hai  >ou  will  receive  from  this  Jatc  through  December  1J,  J9X4  Ihen  show  ihe  total  ol  these 
amounts  trom  that  source  under  ”1984''  Lnder  "I98$”  show  the  amounts  you  expect  from  Januars  I. 
: tn  iHicti  December  M.  198X 

iMI't  'KIWI  l  tic  amounts  lo  be  entered  m  this  section  are  from  income  sources  other  than  the  monihly 
-t".  i  .<  ciiowii  hi  Part  X  Do  SOI  show  as  annual  income  ans  amounis  alrcads  entered  as  monthly  in 
•*nic.  .Old  vlo  nor  show  sour  X  A  pension  Instead,  show  in  ihe  spaces  provided  the  toiafs  of  (If  annual 
s.iecs  1 1 1 »nt  emplosmeni.  (2i  annual  interest  and  dividends  hiK hiding  interest  on  bonds  and  certificates  of 
lc posit  ,|c  well  as  savings  accounts),  and  tM  other  annual  income  ihai  is  noi  alieads  shown  m  another  sec 
■on  i lor  example,  lemal  income,  insurance,  business  profits,  etc  >  II  you  do  not  receive  income  m  a  pai 
■  l.o  ca’eeors  write  "M)M  "oi  "Cl"  in  the  space  provided 


1984 


1985 


B  ANNUAL  INCOME  SOUHCES 

ANNUAL  WAGES  f  ROM  ALL  EMPLOYMENT 

ANNUAL  INTEREST  AND  DIVIDENDS 

ALL  OTHER  ANNUAL  INCOME 

PART  C  NET  WORTH  In  this  section  you  are  lo  repon  your  total  assets  and  ihe  value  ot  any  real  estate  or  property 
Showv  m  the  total  your  cash  on  hand  bank  acrountts)  savings  deposits  slocks  and  bonds,  etc  Also  include  the 
*aiue  ol  you»  «ea(  estate  and  property  inot  including  your  own  hornet 


o enter  ON  THE  l  AKI)  your  ne 

C  NET  WORTH 


worth  in  ihe  space  provided,  if  none,  write  NONE  "  or  "0" 


CASH  BANK  ACCOUNTIS)  BONDS.  PROPERTY  ETC 


a  :»a*N»  iNCOMl  CmANGF  INCBIASI  DECREASE!  IN  mar  I, 


I 


a/  t-*'d  til  Vjvm(  Wiinr 


towny  o/nnvu 
s if*.  Mwm  > 


IMPORTANT  Be  sure  vou  have  entered  all  your  answers  on  the  enclosed  card  SIGN  and  DATE  ihe  eat 
RETURN  THE  COMPLETED  CARD  to  the  VA  address  shown  on  the  from  of  this  form  If  you  cannot  sign  your 
name,  make  sour  "  V  mark  rn  (he  srg nature  space  on  the  card,  and  on  a  separate  sheet  furnish  this  statement  "I 
heiehv  eeilifs  ihai  the  information  t>n  the  enclosed  card  is  true  and  correct  to  the  best  of  my  knowledge  and  belief  " 
I’lave  sour  mark  under  Use  statement  and  have  il  signed  by  two  witnesses  who  must  also  give  ihen  addresses _ 


KUiHT  OF  DUE  PROC  ESS  -  Your  payments  are  d/ecily  related  lo  ihe  income  and  dependency  information  you 
report  A  change  in  the  benefits  you  receive  may  be  required  in  the  event  of  income  and  dependency  changes  You 
have  a  right  at  any  time  to  submit  additional  information  or  to  have  a  personal  hearing  to  explain  or  clarify  your  scale 
menis  You  also  have  the  right  lo  be  represented  ai  such  a  hearing  by  a  representative  of  your  choree 
•*»  Ml  IS  the  la 


wiriwi  r«o.  | nowinf  m 


i  i  Hr  willful  vubffliu 


n  ol 


RETURN  THE  COMPLETED  CARD  TO  THE  VA  BY  JANUARY  1 .  1 986 
IF  YOU  COMPLETED  THE  WORKSHEET.  KEEP  IT  FOR  YOUR  RECOROS. 
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Appendix  VII 

Observations  on  VA  Income 
Report iiif(  Documents 


Figure  VII. 3:  Eligibility 
Verification  Report  for 
Improved  Pension  Vet¬ 
erans  With  No 
Dependents 


•f|W«  40tli«.I,«»'lC*  2 

P  0  BOX  8022*4 

CHICAGO  XL  80# 80 

IMPROVED  PENSION  ELIGIBILITY 
VERIFICATION  REPORT  (VETERANS  5 

WITH  NO  DEPENDENTS) 

.A  *Lf  MUHSM  •••*(  N0H*(*  I'JI  KAMI 

103-02-0040-00  T  d  MATEV 

•••II  tODMIl 

tomatevai/o  rest  file 

AUOITORS  TEST  FILE 

KENOSHA  W!  83140 

rf'fMtl  *3» «S’«A"0«  4fj**  AOS41SS 

P  0  BOX  802284 

CHICAGO  XL  800*0 

IF  YOU  DO  NOT  RETURN  THE  COMPLETED  FORM  TO  THE  VA  8Y  « 

C  1  .  YOUR  BENEFITS  WILL  BE  DISCONTINUED 

[  IMPORT ANT-Piease  r««d  the  enclosed  EVR 

i*SiruCtiO"S  (VA  Form  21-8983!  prior  to  completing  tni*  form  1 

1  VlTIBAN  PAV||  S  MARiTAl  S’ATjS  iC"«C»  On*  00.  CsmpKII  IK'S  1*"'  Oni,  rOu  '*C*...nj  p*n»  0"  at  •  vfTfAAV  p(.«* 

<’)  n  MAflR|ED -LIVING  with  SPOUSE  (You  are  iega"v  marr.eo  ana  i>ve  with  your  spouse  or  vou  live  apart  oni*  fp'  m«a  ca 
l— '  reasons  for  example  resident  o*  a  "u't^g  home) 

(?)  MARRIED-NOT  l<ViNG  W'Th  SpOuSE  (you  rt  legs  .  mamed  but  sops'stea  from  vour  spouse  14  ms  aoces  to  .3. 

*  1_J  £how  amount  contributed  to  spouses  suPDort  Ou'mg  the  Pest  '2  months,  (t*  you  a>a  not  provide  suopo't  w',te 

[  1  NOT  MARRIED  (You  nev#  neve'  rnrrieo  or  ere  now  divorced  or  widowed! 

2  DO  *0u  ha vi  ANv  UNM  ARHif  D  DfPlNDfNT  ChicDRIN’  it**  vA  m*T  '*coq«/*  ■  veteran  s  nature  o>  i*g*"r  aooptae  '€•  »«*pc*  0'*' 

w*«  ere  ««<  m#rr.«*  trtio  *•*  *<</>*'  unam-  to*  ’•  0*  Pe>»e#"  »g«  ’*  end  23  e»«  m  »e*PO'  0*  •■nr  e»e  ever  i(>  t$  *no  who  Dpc*m* 

ehvs»eei'v  o»  meme'iv  neieiess  be'or*  ig«  is  "  vov  **v*  unmpnef  c*.ier*«  m  *ny  of  these  <«i*fO'i*»  enec«  vis  1 

□  ves  Cho 

JA  API  YOU  A  OAT  If  NT  IN  A  36  DATJ  |At|B£C  JC  NAMI  ANC  ADORISS  0*  NURSiHG  MOM! 

NUPflNC  HOMI’  lit  VIS  NURSING  »CM( 

complete  Items  ]|  thru  Ml 

□  □  NO 

JD  monthly  nuRJiNC  hOMI  RavMInts 

S 

3t  AVOuN’  *A.c  B»  >Cu  4  DID  *0v  WOR*  a*  an*  ’iVt  DuR  NL  *~f  | 

RAS1  >:  MONTHS*  I - 1  1 - 

s  .  _  LJ  yes  Lj  \: 

5  REPORT  OF  INCOME  AND  NET  WORTH 

A  MONTHLY  AMOUNTS 

NOTE-Prior  to  completing  item  5  reed  parag'epns  2  3  eno  4  of  the  EV®  instruction* 

SOURCE 

GROSS  MONtm.v  AMOUNTS  C¥A.,0iCC 

tme-uo-ng  deduction*  fo'  taxes,  msurence  CAmlW'LEo 

Med-car*.  etc  ! 

SOCIAL  SECURITY 

^  1  You'  months  Socie  Secu'  f*  c*ec> 

U  S  CIVIL  SERVICE 

is  $140  OC  and  the  month',  Mecca's 
payment  •*  515  50  Tht'efO'e  *ov' 

U  S.  RAIlROAO  RETIREMENT 

gross  rrron^hit,  amount  to  '900’’  i 

5155  50 

MILITARY  RETIREMENT 
(Do  not  report  VA  6*n#ftti) 

2  Your  monthly  Civil  Strvice  0’ 

BLACK  i.ung  BENEFITS 

Reload  Retirement  cheex  is  S3E-CC 
eno  the  deduction  to'  taxes  s  S'SCI 

Oth^W  SEYI^Ment  - - - 

(Company,  state,  local,  ate) 

eno  fo’  neanh  insurance  st?4C 

Therefore  VOU’  gross  month'* 

SSi/publiC  assistance 

to  report  is  5399  40 

1  8  OthE®  THAN  MONTHLY  INCOME 

Report  totei  amounts  of  othe'  than  montniv 
■Iictiy  for  the  Period  indicatad _ 

ico'"*  vOw  received  for  the  penod  indicated  ana  the  amounts  vou  expect  tc 

SOURCE 

FROM  OCT  1.  1818  FROM  OCT  1,  1888 

THRu  SEP  30.1880  THRU  SEP  30.1887 

TOT*!.  WAGES  rt»OM  AU.  IMPlOVVENT 

$  .  $ 

TOTAC  NTCTtST  and  DIVIDENDS 

ALL  OTHER  INCOME 

1 

21-8915 


»*  '0*»  2  '  »**  Hit 

*<it  ad*  •(  u»IC 


(Continued  on  Reverse) 


I 

i 


I 
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Figure  VII.3  (Continued) 


MEJ  WORTH  *  Show  m«  loUl  amount  of  your  e e*h.  ben*  eceount*.  bond*  saving*  deposits.  *10C*.  ryl  estate  and 

0f  OOer  tv  NOT  inciodmg  your  own  homo  (It  non*,  writ#  ‘NONE’  or  'O'J 

- SOURCE  i  TOTAL  AMOUNT 

CASK  SANK  ACCOUNTS  ETC  1  * 

REAL  PROPERTY  lExcludma  bomal  1 

ALL  OTHER 

TOTAL  ►  ! s 

a  DID  Ah  v  INCOME  «NC*£A$f'OCC«CA$f  DuBihC  Thf  AAS*  1 J  MONThS’  im  that  a  no  .scorn.  CMs|il  o-  ■  <  »  See..  Sacu<.ty  vA  eo»-  o' 

Le  na  adiuatmam  *11  o>«  only  c«*n#»  en«ck  NO  "  tna.#  was  tom.  otna>  mcraa*ar«aeraa«a  .n  Soc-jt  Saeip-.tr  o>  */■  o'  Soe  i 

Saegnty  enaen  vis  Aiao  ehaca  vtS  far  any  cnanga  <r>  tna  amount  imp  o»  aoami  o*  any  otf>a»  sourca*  o<  mcoma  any  hi  a  aou'ca  o>  any 

ONf  -TiMI  taca.pt  e<  .ncoma) 

(»)  n  VES  12)  n  NO  Iff  'TES.*  compi#t#  items  6.  F.  end  G  If  ’NO.'  writ#  ’NONE'  in  Hem*  E.  F.  end  G) 

E  TvPES  Of  INCOME  CHANGED  (5mc«v  f  DATE(S)  INCOME  CHANGED  (Show  any  G  REASON(S)  INCOME  Change^  vG-y#  a 
#nv  tvoe*  0*  mcontt  that  changed.  tor  detail)  vou  received  #nv  n#w  aourc#  ot  j  br.#t  explanation  ot  why  mcom#  changes 

#x«noi#  wag#*  Civil  S*rv>C#  mcom#  or  th#  Oat#  an  .ncr*#*#/d#cr#M#  ;  for  example.  n#w  |0b.  r#.*#.  quit  won 

' 

I 

'  6  FAMILY  MEDICAL  EXPENSES 

NOTE  -  Prior  to  completing  U#m  6.  r#aa  oaragrapn  5  O*  th#  EVR  instruction* 

Show  amount*  ot  med.cai  *xp#n*#j  t0r  your*#'4  and  any  r#i#tiv#s  YOU  #r#  Obligated  to  Si^POri 

EXPLANATION  OF  MEDICAL  EXPENSES  FOP  THE  PER'OO  OCT  I.  IIU  THRU  IIP  JO.  1»M 

«»•*:, c;***»r  t„  . . . 

So-u  «.»5i.sio  . . .  . . .  vxFtNsts.x  : 

SHOW  month  and  yaa>  gia»»ai  ate.' 

s 

;  i 

$  4  TOTAL 

CHECK  TMt  A»e#OF«lAT*  tOXiES  i»  »0u  ABE  COvi«K  B*  AN*  0»  TmI  *OLlOW'NG  typis  Of  HEALTH  lhSU«AhC£ 

□  MEDICARE  □  MEDICAID  □  CTHER  health  INSURANCE 

7  IDOCATiOh  EXPENSES  BaiD  KOB  vOURStir  OoB'hC  **£  past  W  MONThS  lie  cartam  caaa*  tna  va  may  anow  #a#vct'Om  from  cowntaO’* 
mcoma  fo'  axeanae*  o<  tutt.on  faaa  icMoi  poet,  ana  uh  ii  p»o  Irom  you*  ineom*  for  you>  aoucat'on  wia  amount  pa>o  i«  nona 

wnla  "NONE  or  '0‘  l 

S  - 

NOTE  -  Prior  to  completing  Item*  8A  ana  86  '##d  pe'egreoh  6  o‘  the  EVR  instruction* 

BA  Si  Ch  A  TUBE  or  CLAIMANT.  CUST00' AN  o*  GvaBO  Ah  IB  DATE 

PRiVACv  ACT  INFORMATION  -  No  further  mon#v  o'  oth#'  beh#»it*  may  be  pud  unde*  th.*  progrem  after  the  due  date  ^cw- 
uniats  ttv*  form  hat  been  completed  end  returned  at  required  by  exiting  law  08  USC  506)  The  information  r#ou#»t#d  >s 
cona«d#red  r#i#veni  and  necettary  to  determine  th#  maximum  benefit!  to  which  vou  #r#  #ntitied  under  the  taw  Ratoon*#*  m*y 
be  disclosed  outaid#  the  va  only  if  the  disclosure  n  authored  under  the  Privacy  Act.  including  the  routine  use*  id#ntifi#o  m 
va  *y*t#m  of  record*  58VA2  t/22/28.  Compensation  P#n»ioh.  Education  and  Rehabilitation  Record*  -  VA  pubi«*h#d  in  tn# 

Federal  R#g**t#r 
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Figure  VII.4:  Eligibility 
Verification  Report 

Instruction  Sheet  I  vy  Veterans  Administration 


Eligibility  Verification  Report  Instructions 

The  Eligibility  Verification  Report  |EVR)  form  will  reler  you  to  the  instruction  paragraphs  that  apply 
to  your  benefits. 


GENERAL  INFORMATION 

IMPORTANT— ANSWER  ALL  QUESTIONS.  If  the  proper  entry  lor  an  item  is  none,  write 
•  NONE"  or  "0''.  DO  NOT  LEAVE  BLANK.  If  you  need  help  with  this  form,  contact  the  VA 
regional  office  in  your  area.  Toll-free  numBers  may  be  found  under  U  S  Government"  in  your 
phone  book.  Any  accredited  veterans  service  organization  will  also  help  you 

ADDITIONAL  SPACE  Attach  a  separate  continuation  sheet  if  additional  space  is  required  to 
answer  any  question. 

RIGHT  OF  DUE  PROCESS  Your  payments  are  directly  related  to  the  income  and  dependency 
information  you  report  A  change  in  benefits  you  receive  may  be  required  in  the  event  of  income 
and  dependency  changes.  You  have  a  right  at  any  time  to  submit  additional  information  or  to 
have  a  personal  hearing  to  exp  lain  or  clarify  your  statements.  You  also  have  the  right  to  be 
represented  at  such  a  hearing  by  a  representative  of  your  choice 


INSTRUCTION  PARAGRAPHS 

1  NUMBER  OF  UNMARRIED.  DEPENDENT  CHILDREN.  The  VA  may  recognize  a  veteran  s  natural 
or  legally  adopted  children  (or  stepchildren)  who  are  not  married  and  who  are  either  under  age 
t8  or  between  age  18  and  23  and  in  school  or  who  are  over  age  13  and  who  became  physically 
or  mentally  helpless  before  age  18  If  you  have  unmarried  children  in  any  of  these  categories, 
show  the  number  of  such  children.  If  a  child  is  away  at  school  but  still  a  member  of  your 
household,  consider  that  child  to  be  IN  YOUR  CUSTODY  If  you  have  no  dependent  children 
show  "0". 

2  INCOME.  Report  all  income  (money  and  services),  as  requested  (Note  for  foreign  beneficiaries 
If  you  cannot  show  income  in  American  dollars,  specify  the  type  of  currency,  such  as  pesos, 
lira,  etc.)  Report  the  gross  amount  you  receive.  The  gross  amount  includes  amounts  withheld 
for  taxes,  insurance.  Medicare,  etc. 

DO  NOT  include  any  amounts  withheld  to  recover  an  overpayment  of  Social  Security  benefits 
DO  NOT  report  your  VA  pension  or  other  VA  disability  or  death  benefits. 

DO  report  VA  education  benefits.  If  you  receive  VA  education  benefits,  (e  g  .  Gl  Bill  or 
Dependent  s  Educational  Assistance),  contact  your  VA  office  for  help  in  reporting 

If  you  receive  an  EVR  form  which  is  type  5,  6,  7.  8  or  9  (see  top  right  corner  of  the  front  of 
the  form  for  the  type),  report  VA  Insurance  benefits. 

3.  MONTHLY  AMOUNTS  Lis!  gross  monthly  income  by  source  including  any  monthly  deduction 
tor  each  benefit  received.  If  you  do  not  receive  benefits  from  a  source,  write  "NONE"  or  "0"  in 
the  block  provided. 

NOTE— MILITARY  RETIREMENT.  This  means  a  monthly  check  from  the  Army.  Navy.  Air  Force. 
Marine  Corps,  Coast  Guard  or  Public  Health  Service  and  is  normally  based  upon  20  to  30  years 
of  service. 


VA  FORM  0-4  aaan  rContmutd on  Rtnrsm 

JUL  1986  fl'ObOO 
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Figure  VII.4  (Continued) 


4  OTHER  THAN  MONTHLY  OR  ANNUAL  INCOME.  Enter  only  income  sources  olher  than  the 
monthly  benefits  already  shown  DO  NOT  repeat  any  amounts  already  entered  as  monthly 
income,  and  DO  NOT  show  your  VA  pension 

Instead,  show  the  gross  amounts  (including  amounts  withheld  for  taxes,  insurance  etc  i  of 

(a)  Annual  wages  from  employment, 

(b)  Annual  interest  and  dividends  (including  interest  on  bonds  and  certificates  of  deposit 
as  well  as  savings  accounts);  and 

(C)  Other  annual  income  that  is  not  already  shown  m  another  section  (for  example.  VA 
education  benefits,  rental  income,  insurance,  business  profits,  etc  i 
If  you  did  not  receive  income  m  a  particular  category,  write  NONE  '  or  0  in  the  space 
provided 

5  FAMILY  MEDICAL  EXPENSES.  You  are  not  required  to  report  payment  of  medical  expenses 
But  it  may  be  to  your  advantage  to  report  them  since  payment  of  medical  expenses  can  reduce 
your  countable  income. 

If  you  receive  an  EVR  form  which  is  type  1  (see  top  right  corner  of  the  front  of  the  form  for 
the  type),  medical  expenses  are  not  deductable  and  therefore  you  are  not  asked  to  report 
them  nor  should  you  try  to  do  so 

If  you  receive  a  type  4  or  type  9  (reporting  child  or  children  alone),  the  VA  recommends  that 
you  always  report  the  medical  expenses  you  paid 

If  you  receive  any  other  EVR  form  (types  2.  3.  5.  6.  7  and  8  or  a  widow  receiving  type  9). 
generally  your  income  will  not  be  reduced  unless  the  medical  expenses  you  paid  (including 
Medicare  payment)  exceed  $200  It  you  have  any  questions,  contact  the  VA  regional  office 
in  vour  area. 

You  may  be  asked  to  verify  the  amounts  you  actually  paid,  so  keep  all  receipts  or  other 
documentation  of  payments.  Enter  the  amount  you  actually  paid  for  medical  expenses 
(including  health  insurance  premiums  and  the  Medicare  deduction)  Do  NOT  include  amounts 
for  expenses  that  were  paid  for  or  will  be  paid  by  Medicare.  Medicaid  or  other  insurance 
When  showing  medicaf  expenses  for  yourself,  write  SELF"  under  RELATIONSHIP  OF 
PERSON  FOR  WHOM  EXPENSES  PAID 

6  SIGNATURE.  If  you  cannot  sign  your  name,  make  an  X"  mark  in  the  signature  space  and  on 
a  separate  Sheet  furnish  this  statement:  "I  hereby  certify  that  the  information  on  this  form  is 
true  and  correct  to  the  best  of  my  knowledge  and  belief  Place  your  mark  under  this  statement 
and  have  it  signed  by  two  witnesses  who  must  also  give  their  address. 

7  IMPORTANT  Be  sure  you  have  entered  all  of  your  answers  and  signed  and  dated  the  form 
Return  it  to  the  nearest  VA  office  or  the  VA  address  shown  on  the  front  of  the  EVR  form 

. .  .  •TVT.SNMENT  rPTSTJfJ  ,  ■  V  $  I  .  ....  - 
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Office  of  tho  Washington  DC  20420 

Administrator 

of  Vatarans  Affairs 


Veterans 

Administration 


DEC  3  0  D87 

FW.  *Richard  L.  Fogel 
Assistant  Comptroller  General 
Human  Resources  Division 
IJ.S.  General  Accounting  Office 
Washington,  DC  20548 

Dear  Mr.  Fogel: 

This  responds  to  your  request  that  the  Veterans  Administration  (VA) 
review  and  comment  on  the  General  Accounting  Office  (GAO)  November  lb, 
108?,  draft  report  VETERANS  PENSIONS:  Using  Tax  Data  to  Verify  Income 
Can  Identify  Significant  Potential  Erroneous  Payments. 

GAO  reviewed  the  accuracy  of  income  reporting  in  the  VA  nonservice- 
connected  disability  pension  program.  GAO  used  federal  income  tax  data 
to  independently  verify  the  accuracy  of  income  reported  by  beneficiaries 
and  to  estimate  potential  programwide  overpayments.  GAO  concluded  that 
VA  had  no  effective  means  to  verify  self-reported  beneficiary  income  and 
recommends  that  the  Congress  amend  the  Internal  Revenue  Code  to  allow  VA 
access  to  tax  data  so  it  can  verify  the  income  information  beneficiaries 
report  and  prevent  improper  payments. 

GAO  recommends  that  the  VA  revise  its  income  questionnaires  and 
accompanying  instruction  sheet  to  eliminate  current  design  weaknesses, 
including  those  they  identified;  and  pretest  the  revised  documents  with  a 
sample  of  beneficiaries  before  programwide  implementation  to  assure  that 
the  beneficiaries  clearly  understand  each  question  and  instruction. 

Regarding  income  verification,  VA  shares  GAO'S  concerns.  VA  needs  the 
ability  to  verify  wages,  interest,  and  dividends.  VA  concurs,  in  part, 
with  the  recommendation  to  revise  our  annual  income  questionnaire 
documents.  We  do  not  concur  with  the  recommendation  to  pretest  the 
revised  documents  with  a  sample  of  beneficiaries  before  implementation. 
The  enclosure  contains  our  comments  on  recommendations  made  to  the  VA,  as 
well  as  general  comments  on  the  report  text. 

Sincerely, 


i 

j 

Administrator 

Enclosure 


Pa#e  88 


(iAO  HRD-88-24  Veterans'  Pensions 


Appendix  VIII 

Comments  From  the  Veterans  Administration 


Enclosure 


VETERANS  ADMINISTRATION  COMMENTS  ON  THE 
NOVEMBER  16,  1987,  GAO  DRAFT  REPORT  VETERANS 
PENSIONS:  USING  TAX  DATA  TO  VERIFY  INCOME  CAN  | 

IDENTIFY  STCKTFT'CMff  TOTENTTAT  EKEfiNSWS TOTflEOTs 

Comments  on  Recommendations: 

To  attain  better  reporting  of  beneficiary  income  and  asset  information, 

GAO  recommended  that  the  Administrator  revise  VA's  income  questionnaires 
and  accompanying  instruction  sheet  to  eliminate  current  design 
weaknesses,  including  those  they  have  identified.  ! 

he  concur,  in  part,  with  the  recommendation.  We  will  anend  our 

Eligibility  Verification  Repor .  (EVR)  instruction  sheet  to  emphasize  to 
the  beneficiary  the  neca  to  report  accurate  income  information, 

especially  wages,  interest,  and  dividends.  We  will  also  anend  the 
instruction  sheet  to  emphasize  the  legal  penalty  for  submitting  false 
information.  We  agree  with  the  conclusion  that  having  a  questionnaire 

designed  for  more  than  one  type  of  respondent  creates  the  potential  for 
error.  We  came  to  this  conclusion  some  time  ago,  independent  of  the  GAO 
report,  and  have  already  increased  the  lumber  of  EVR  types  from  9  to  11. 

Prior  to  1985,  Annual  Income  Questionnaire  (A1Q)  cards  were  sent  to 
beneficiaries.  The  dimension  of  the  cards  was  approximately  3-1/4  inches  ) 

by  7-1/4  inches.  We  recognized  that  the  small  size  of  the  card  was  not 
conducive  to  accurate  reporting.  Therefore,  in  1985  we  began  using  a 
full-page  EVR. 

Regarding  GAO's  observations  on  the  EVR's  limited  length,  at  the  time  we 

designed  the  EVR,  we  did  consider  the  use  of  a  multiple-page  form  and  i 

address  label  which  would  have  permitted  us  to  use  large  type  and  to  have 

a  less  cluttered  appeatance.  To  do  this,  however,  would  have  required  us 

to  use  printed  forms  without  the  veteran's  claim  number  and  without  the 

address  of  the  VA  regional  office  of  jurisdiction.  We  would  have  had  to 

rely  on  the  beneficiary  to  affix  the  address  label  on  the  form  or  to 

supply  this  information  as  one  must  do  when  filing  an  income  tax  Form 

1040.  We  felt  that  relying  on  this  approach  would  result  in  delay  in  our 

receiving  and  processing  the  EVR  forms.  Many  would  be  misrouted  or 

returned  without  a  claim  number.  This  would  require  us  to  search  for  the 

number  or  write  to  the  beneficiary  and  ask  for  the  number.  Many  would  be 

sent  to  the  wrong  office.  Delay  would  result  and  accounts  would  go  into 

suspense  erroneously.  (Our  computer  is  programmed  to  suspend  payment  if 

the  EVR  is  not  received  and  processed  within  60  days.)  As  as  result,  we 

rejected  the  use  of  a  multiple-page  form. 

Instead,  we  chose  to  generate  the  EVRs  on  our  laser  printer.  This 
printer  is  programmed  to  print  the  veteran's  claim  number  and  the  address 
of  the  VA  regional  office  of  jurisdiction  on  the  EVR  form.  A  window 
envelope  is  provided.  This  ensures  prompt  return  and  expeditious 
processing.  Uhfortiaiately,  use  of  the  laser  printer  restricts  the  EVR  to 
a  one-page  form. 
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In  view  of  the  foregoing,  we  feel  that  the  interests  of  our  beneficiaries 
will  be  best  served  by  the  continued  use  of  the  one-page  EVR  form.  We 
will,  however,  carefully  review  each  question  to  determine  if  it  can  be 
improved. 

Regarding  GAO's  suggested  revision  of  EVR  question  50  (See  report  pages 
90-91.),  a  simplified  revision  of  this  question  appeared  on  the  old  AIQ 
form.  It  simply  asked,  "Did  any  income  change  (increase/decrease)  in 
1983?"  We  regularly  received  thousands  of  these  back  with  "yes" 
checked.  When  we  wrote  for  an  explanation,  the  beneficiary  invariably 
said  he/she  received  a  social  security  cost-of-living  increase.  Since  we 
already  adjust  pension  and  parents'  dependency  and  indemnity  compensation 
accounts  for  this  increase  via  computer  updating  and  matching,  a 
considerable  amount  of  costly  unnecessary  development  was  being 
undertaken.  Consequently,  we  added  the  existing  parenthetical  which 
tells  the  beneficiary  to  check  "no"  if  the  only  change  was  a  Social 
Security  cost-of-living  allowance.  This  parenthetical  has  almost  totally 
eliminated  unnecessary  reporting  and  the  development  needed  to  resolve 
the  issue. 

GAO  also  recommended  that  the  Administrator  pretest  the  revised  documents 
with  a  sample  of  beneficiaries  before  programwide  implementation,  to 
assure  that  the  beneficiaries  clearly  understand  each  question  and 
instruction. 

We  do  not  concur.  While  pretesting  does  have  merit,  we  do  not  believe 
that  doing  so  now  would  significantly  improve  reporting.  The  main  cause 
of  overpayments  is  beneficiary  failure  to  report  wages,  interest,  and 
dividends.  The  questions  asking  for  this  information  are  quite  simple 
and  uncluttered.  In  our  opinion,  reduction  of  overpayments  through 
improved  form  design  would  be  insignificant.  Instead,  we  need  the 
ability  to  verify  wages,  interest,  and  dividends. 

Comments  on  Report  Text: 

Page  11,  footnote,  line  4  --  The  third  circumstance  under  which  needy 
surviving  chi  ldren  o?  veterans  are  separately  eligible  for  benefits 
should  read,  "(3)  they  are  not  in  the  custody  of  the  surviving  spouse." 

Page  15,  paragraph  2,  line ;  5  --  This  sentence  is  not  accurate.  VA's 
Office  of  Inspector  General  (OIGj  wage  match  efforts  were  modeled  after 
the  President's  Council  on  Integrity  and  Efficiency  project  "Federal 
Employees  Receiving  Government  Assistance."  The  final  report  for  that 
project,  which  began  in  early  1981,  was  issued  in  September  1983.  The 
interim  report  for  the  VA  portion  of  the  interagency  project  was  issued 
in  torch  1983.  Computer  screening  criteria  were  developed  in  that 
project  for  match  reliability  between  VA  pension  master  records  and 
records  of  other  automated  systems,  and  for  specifying  earned  income 
levels  for  referral  for  adjudicativd  review.  The  decision  to  continue 
the  review  by  examining  private  sector  enployment  records  was  made  in 
1982  following  an  assessment  of  Department  of  Agriculture  OIG  wage 
matching  efforts  in  Chicago.  We  suggest  modifying  the  sentence  as 
follows:  "Using  an  approach  modeled  after  the  President's  Council  on 
Integrity  and  Efficiency  project  "Federal  Employees  Receiving  Government 
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Now  on  p  15 


Now  on  p  22 


Now  on  pp  32  and  35 
Now  on  p  36 


Now  on  p  56 


3. 

Assistance”,  VA's  Office  of  Inspector  General  (OIG)  began  computer 
matching  wage  data  in  VA’s  master  pension  records  file  with  selected 
states'  wage  data  files  in  April  1982." 

Page  IS,  paragraph  2,  lines  8-14  —  We  suggest  this  portion  be  revised  to 
reflect  current  match  results.  The  revision  follows:  ”...As  of  the  end 
of  fiscal  year  1981,  OIG  referrals  to  WB  regional  adjudication  staff  had 
resulted  in  $33.1  million  in  overpayments  to  5,373  VA  pensioners  due  to 
nonreporting  of  wages.  About  97  percent  of  these  cases  are  based  on 
match  results  in  Florida,  Georgia,  Missouri,  Texas,  and  Washington  where 
DVB  regional  staff  have  either  completed  or  have  made  substantial 
progress  in  their  reviews." 

Page  2b,  paragraph  1,  line  12  --  There  are  no  "income  differences"  in 
corapensat ion  cases  involving  Individual  unemployability.  Also,  the 
description  of  the  benefits  involved  needs  to  be  clarified.  We  suggest 
deleting  line  12  to  the  end  of  the  paragraph  and  inserting,  "income  in 
cases  of  compensation  where  the  veteran  is  rated  100  percent  disabled  due 
to  individual  unemployability  and  in  cases  of  parents'  dependency  and 
indemnity  compensation  which  were  not  included  in  our  study  results." 


Page  40,  third  indent,  lines  3  and  4;  and  page  45,  paragraph  1,  Line  5  -- 
The  second  full  paragraph  on  page  46  explains  what  criteria  the  VA  could 
use  to  screen  cases  for  review.  However,  the  phrase  "choose  to 
adjudicate"  used  prior  to  this  explanation,  standing  alone,  might  be 
interpreted  to  mean  that  the  VA  could  arbitrarily  pick  cases.  We  suggest 
substituting  a  phrase  such  as  "depending  upon  the  criteria  used  to  select 
cases  for  the  match." 

Page  6 A  --  The  second  paragraph  should  be  rewritten  to  conform  to  the 
terminology  in  our  suggested  revision  of  the  first  paragraph  on  page  2b. 
Proper  terras  are  "parents'  dependency  and  indemnity  compensation"  and 
"compensation  at  the  100  percent  disabled  rate  due  to  individual 
unemployability." 
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DEPARTMENT  OF  THE  TREASURY 
INTERNAL  REVENUE  SERVILE 
WASHINGTON.  D  C  20224 

DEC  *  9 


Mr.  William  J.  Anderson 
Assistant  Comptroller  General 
General  Accounting  Office 
j  Washington,  DC  20548 


Now  on  p  5 


Dear  Mr.  Anderson: 

We  appreciate  the  opportunity  to  review  the  draft  report 
you  recently  forwarded  to  us  from  GAO's  Human  Resources 
Division  entitled  "Veterans  Pensions:  Using  Tax  Data  to  Verify 
Income  Can  Identify  Potential  Erroneous  Payments"  (HRD  88  24). 
Overall,  based  on  our  review,  we  believe  the  recommended 
revision  to  Internal  Revenue  Code  (IRC)  section  6 1 03 ( 1 ) ( 7 )  is 
unwise  and  inappropriate. 

Preserving  the  confidentiality  of  tax  information  is  a 
prerequisite  to  the  integrity  of  our  tax  system.  Using  tax 
information  for  nontax  purposes  compromises  that  integrity.  It 
is  our  opinion  that  disclosure  of  tax  information  to  the 
Veterans  Administration  (VA)  for  the  nontax  purpose  of 
verifying  needs-based  pension  beneficiaries'  eligibility  for  VA 
benefits  would  compromise  the  integrity  of  our  tax  system. 

Inadequate  Safeguards  Preserving  The  Confidentiality  of  Tax 
Information 

Our  concerns  about  preserving  the  integrity  of  our  tax 
system  in  this  instance  are  based  on  several  administrative  and 
operational  concerns  noted  in  the  draft  report  itself.  For 
example,  GAO  notes  on  page  6  that  VA  access  to  tax  information 
"...would  be  contingent  on  VA's  demonstrated  ability  to  comply 
with  applicable  safeguards."  Based  on  our  analysis  of  the 
draft  report,  it  appears  that  disclosing  tax  information  to  the 
VA  would  in  fact  pose  safeguard  problems.  GAO,  in  both  this 
draft  report  and  its  September  20,  1985,  report  entitled 
"Veterans  Administration  Financial  Management  Profile,"  noted 
weaknesses  within  VA's  automated  data  processing  systems. 
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Now  on  p  38 


Now  on  p  4 


Now  on  p  3 


The  cited  letters  have 
not  been  reproduced 
m  this  report  but  are  on 
tile  in  GAO  s  Human 
Resources  Division 


A  computer  matching  program  is  the  only  avenue  for  providing 
tax  information  to  VA  for  this  program;  therefore,  deficient 
computer  operations  would  adversely  affect  safeguarding  of  tax 
information.  The  VA's  automatic  data  processing  system,  for 
the  most  part,  is  segmented  with  various  computer  centers 
utilizing  different  access  systems.  These  systems  can  further 
be  accessed  by  a  total  of  732  processing  centers,  thus  creating 
hazards  for  inadvertent  disclosures  by  those  processing 
centers.  There  would  also  be  several  magnetic  tapes  being 
duplicated,  creating  monumental  oversight  problems  for  the 
offices  involved.  Further,  the  draft  report  states  on  page  49 
that  the  VA  "...still  does  not  have  a  quality  assurance  program 
to  determine  whether  beneficiary  income  reporting  is  a  problem." 

Other  Sources  Of  Information  Are  Available 

The  draft  report  notes  on  page  5  that  VA,  using  its  current 
year-end  self-reporting  questionnaires,  would  have  been  able  to 
identify  and  act  on  $25.3  million  in  potential  overpayments. 

The  report  indicates,  however,  that  VA  did  not  use  information 
in  its  possession  to  change  or  update  pension  payments.  The 
VA's  inability  to  effectively  use  the  information  it  is 
currently  receiving  argues  against  furnishing  VA  with  even  more 
information,  especially  when  the  cost  would  include  compromise 
of  the  integrity  of  our  tax  system.  Additionally,  we  note  that 
the  draft  report  recommends  a  number  of  changes  in  VA's 
"self-reporting  questionnaires."  With  such  changes,  more 
accurate  income  information  might  be  available  to  VA  from  the 
pension  beneficiaries  themselves. 

Need  For  Disclosure 

On  page  4  of  the  draft  report,  GAO  notes  that:  "Potential 
overpayments  may  not  represent  the  actual  savings  to  VA  since 
the  cases  and  amounts  have  not  been  referred  to  or  adjudicated 
by  VA,  and  some  beneficiaries  may  be  able  to  provide  additional 
Information  to  show  that  tax  data  did  not  accurately  reflect 
their  income  for  VA  pension  purposes."  In  addition  to  the 
possible  overestimation  of  savings,  the  costs  of  investigating 
Income  discrepancies  and  of  adequately  safeguarding  tax 
information  have  not  been  included  in  the  cost  estimates. 

We  have  expressed  very  similar  concerns  with  respect  to  the 
September  1987  report  on  "Veterans  Benefits:  Improving  the 
Integrity  of  VA's  Unemployability  Compensation  Program" 
(HRD-87-62).  In  fact,  I  wrote  you  about  these  concerns  on  June 
17  of  this  year,  in  relation  to  the  draft  report  noted  above, 
and  again  on  August  28,  about  the  larger  issues  at  stake  here. 
Copies  of  those  letters  are  enclosed  for  your  information  and 
reference . 
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Mr.  William  J.  Anderson 


In  each  of  these  proposals,  GAO  or  the  VA  has  recommended 
disclosure  on  the  basis  of  a  cost-benefit  analysis.  That  Is, 
they  have  determined  that  the  money  which  might  be  saved 
exceeds  the  cost  of  the  disclosure.  This  cost  benefit 
analysis,  however,  is  based  upon  generalized  revenue  potentials 
and  fails  to  take  Into  account  the  affect  of  disclosure  on 
revenues  and  voluntary  compliance.  Without  a  more  precise 
revenue  analysis,  adequate  disclosure  safeguards,  and  an 
analysis  of  the  impact  on  voluntary  compliance,  we  would  object 
to  the  recommended  disclosure. 

Earlier  this  year,  the  Service  met  with  officials  of  the 
General  Government  Division  of  GAO  to  discuss  this  issue.  It 
was  noted  at  that  meeting  that  the  Service,  with  appropriate 
input  from  GAO,  would  conduct  a  study  to  determine  what 
empirical  effect  disclosure  for  verification  of  needs-based 
programs  would  have  on  compliance  with  the  tax  laws.  The 
Research  Division  of  tRS  is  currently  developing  plans  for  such 
a  study. 

Given  this  activity,  we  take  issue  with  the  draft  report 
which  states  at  page  S2  that  "There  are  no  studies  existing  or 
underway  to  show  whether  there  is,  or  has  been,  any  change  in 
voluntary  tax  compliance  as  a  result  of  authorizing  program 
access  to  tax  information  for  non-tax  administration 
purposes".  This  conclusion  effectively  ignores  the  study 
discussed  at  the  meeting.  We  believe  the  study  should  be 
conducted  before  any  consideration  is  given  to  amending  section 
6103(1)(7)  in  the  manner  suggested. 

We  hope  these  comments  are  useful  in  preparing  your  final 
report . 

With  kind  regards. 
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Offto*  of  Irwptctor  Gonorol 


MAR  1  I960 


Mr.  Richard  L.  Foqel 
Assistant  Comptroller  General 
U.S.  General  Accountinq  Office 
Washinqton,  D.C.  2054P 

Dear  Mr .  ^oqel : 

The  Secretary  asked  that  I  respond  to  your  request  for  the 
Department's  comments  on  your  draft  report,  ‘‘Veterans  tensions: 
Usina  Tax  Data  to  Verify  Income  Can  Identify  Siqnificant 
Potential  Erroneous  Payments."  The  enclosed  comments  represent 
the  tentative  position  of  the  Department  and  are  subject  to 
r  ’evaluation  when  the  final  version  of  this  repor  t  is  received. 

We  appreciate  the  opportunity  to  comment  on  this  draft  report 
before  its  publication. 


Sincerely  yours, 


Richard  p.  Kusserow 
Inspector  General 


Enclosure 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES  COMMENTS  ON  GENERAL 
ACCOUNTING  OFFICE  DRAFT  REPORT,  "VETERANS  PENSIONS:  USING  TAX 
DATA  TO  VERIFY  INCOME  CAN  IDENTIFY  SIGNIFICANT  POTENTIAL 
ERRONEOUS  PAyMENTS” 


The  General  Accounting  Office  (GAO)  recommends  that  Congress 
amend  the  Internal  Revenue  Code  of  1986  to  allow  the  Veterans 
Administration  (VA)  pension  program  access  to  tax  data  on 
earnings  and  pension  income  so  that  VA  can  verify  income 
information  that  program  beneficiaries  report.  To  the  extent 
that  GAO  is  recommending  legislation  to  implement  such  access 
this  proposal  is  currently  being  reviewed  within  the  Executive 
Branch . 
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Related  GAO  Products 


Veterans  Benefits:  Improving  the  Integrity  of  va’s  l  Inemployability  Com¬ 
pensation  Program  (gao/hrd-87-(>2,  Sept.  21,  1987). 

Welfare  Eligibility:  Deficit  Reduction  Act  Income  Verification  Issues 
(GAO/HRD-87-79FS,  May  26,  1987). 

Social  Security:  Pension  Data  Useful  for  Detecting  Supplemental  Secur¬ 
ity  Payment  Errors  (gao/hrd-8(>-32,  Mar.  12,  1986). 

Eligibility  Verification  and  Privacy  in  Federal  Benefit  Programs:  A  Deli¬ 
cate  Balance  (gao/iird-85-22,  Mar.  1.  1985). 

gao  Observations  on  the  Use  of  Tax  Return  Information  for  Verification 
in  Entitlement  Programs  (gao/HRD-84-72,  June  5,  1984). 

Legislative  and  Administrative  Changes  to  Improve  Verification  of  Wel¬ 
fare  Recipients’  Income  and  Assets  Could  Save  Hundreds  of  Millions 
(gao/hrd-82-9,  .Jan.  14,  1982). 
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